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FOREWORD 


The conduct of mteinational business is a mixture of exporting, licensing and 
investment. This publication is an effort to bring together basic information on 
international business primarily to assist those entering the field for the first time These 
articles, wntten by members of the Foreign Business Practices Division, should provide 
enlightment on the possibilities for profit from diversified marketing techniques 

The subjects covered include surveys of the requirements governing termination of 
agency agreements with foieign distributors, the present conditions with respect to 
resolution of tiade disputes through international commeicial arbitration, There is a 
review of the international treaties and conventions affecting industrial property rights, 
summaries of the patent and trademark protection available in foreign countiies, and data 
on foreign licensing and foreign joint ventures. Information is also piovided on the use of 
several important vehicles for conducting foreign opcrations-Domestic International 
Sales Corporations (CISC’s), Export Trade (Webb-Pomerene) Associations, and Western 
Hemisphere Trade Corporations (WHTC’s). 

This publication is intended only as an introduction and is not a substitute for 
professional advice. The services of a qualified person should be soiiglit it legal oi other 
assistance is required. 


Travis E. Reed 

Assistant Secret aiy for 

Domestic and International Business 
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LAWS RESTRAIN AGENCY AGREEMENT TERMINATIONS 


By OVIDIO M, GWERGA 
Foreign Business Practices Division 


Ending an agency agreement isn’t always as easy as 
entering one. 

A striking characteristic of international tiadc law 
is Its similaiity m almost all national legal systems 
Businessmen aie accustomed to arranging their contrac- 
tural lelations with their counterparts in other couiitiies 
in accordance with the free will of the parties. Excep- 
tions to this exist, howevei , and this aiticle deals with an 
area in which a number of countries have enacted laws 
that may oveiride private agreement- that of the princi- 
pal-agent commercial agieemeiit. 

This agreement is the legal instrument by means of 
which U.S, suppbeis establish their commercial relations 
with their distribution outlets abioad. Foi uniformity 
we will icfei to these contracts as agency agi cements, 
although they are also known under othei names, such 
as distnbutoisliip agieeinents. The consideiatioiis set 
foiLh below apply to all types of arrangements. 

Distiibutors pill chase goods outiiglit fiom the prin- 
cipal and sell foj then own account to customers within 
the agreed teiiitoiy. Agents, on the othei hand, do not 
make purchases fioin the pnncipal, but merely act on his 
behalf. Title to the goods remains with the piincipal 
until completion of tiic sale by delivery. 

The agieeinenl is usually drafted to specify the 
duties and obligations of the parties. Howevei, develop- 
ments may occui that cieale a need for the supplier to 
terminate oi amend the original agreement. The agent or 
lepresentalive may not live up to initial expectations, by 
icason of lack of effectiveness or incapacity foi fuither 
developnienl. In other cases, stiuctural or policy changes 
by the suppliei may compel termination of the agency 
and replacement of the agent, or indicate the need for 
basic clianges in the agency agieenient. 

To deal with the problems which termination may 
cieate from the agent’s point of view, some foieign 
governments have enacted piotective legislation estab- 
lisiimg special lequircmcnts and piocedures to compen- 
sate the agent when the agency is terminated by the 
supplier. 

The majonly of countries have not enacted special 
legislation penalizing oi piecludmg the teimuiation of 
agency agi cements. These countries, which arc not 
covered in this article, recognize in general terms the 
principle that paities are fiee to establish their mutually 
agreed legal terms and conditions. This freedom includes 
the light to expiess the intentions of the contracting 
parties as to termination; violation usually subjects the 


offending party to damages. The principal countries in 
this category are the United Kingdom, Canada, ami 
Australia. 

In those cou nines with protective legislation, the 
thiust of the laws is to go beyond the written agreement 
to the underlying basis ot pnncipal-agent relationship. 
They iccognize that the agent has a proprietary inter cst 
in the goodwill and local maiket he lias created for the 
principars product. Accordingly, an economic value is 
assigned to this interest, and the law entitles the agent to 
share a part of this value as compensation foi the loss of 
distiibution iiglits. 

Several kinds of laws govern the piincipal-ageiit 
relationship. Special statutes represent u typical ap- 
proach to the problem. The Civil and/or Commercial 
Codes often apply in the absence of special legislation 
and frequently they strengthen the position of the local 
agent when tJicrc are omissions in the special laws. A 
number of countries have enacted labor laws that extend 
to agents the same remedies for dismissal that arc 
extended to employees. These labor laws only apply 
when the agent is a natural peison and not a corporation 
or juridical person. A survey of these protective laws 
shows that they possess many common cliaiacteristics. 
Illustrative examples follow: 

® All laws tend to strengthen tlie agent’s position 
under the contiact, obliging the principal to compensate 
the agent according to scheduled rates for damages or 
losses caused by termination of the agency agreement 
without just cause. These protective laws relate the 
woids just cause or any equivalent thereof to situations 
where there has been terniimition of the coiitiaet 
according to the law oi the terms of the agency contract. 
Such laws then list and describe tlie reasons and 
situations under which an agency agreement may be 
validly terminated; i.e,, incompetence of the agent and 
serious decrease in sales oi dislribiilion due to circum- 
stances attributable to the agent. The contract terms are 
valid if they do not violate any specific provisions of the 
protective laws. 

• Laws declaring unwaivcable the compensation 
and pel haps other rights gi anted to Uie agent by the 
protective legislation. 

9 Laws that establish the law of the forum as sole 
applicable law; these preclude the parties from validly 
electing some other count! y’s laws to govern the 
contract. 


1 



lor discharging employees witliout just cause i^ounines 
that have clearly applied labor laws to agents are 
included in this article. However, it should be noted that 
the courts of otlier countries may also construe their 
labor laws to give agents protection similar to that 
provided to employees. 

^ Laws requiring that the agent be given notice of 
the terinmation some time prior to Us effective date. 
Some of these laws require compensating the agent lor 
the accrual of commissions during the notice period 
Other laws require the principal to compensate the agent 
foi the goodwill generated by the agent during the life of 
the agency agreement. In certain cases the compensation 
may take the form of a pension. 

® Laws tliat allow an agent wishing to contest a 
notice of termination to submit the controversy to 
arbitration to ijeternune whether the principal has just 
cause for ending the relationship. 

« Laws conditioning tlie refusal to extend an 
expired agency agreement only upon a showing of just 
cause. 

American suppliers with agents iii countries wheie 
these laws apply should be aware of their provisions 
when entering or cancehng agency agi cements and 
should seek to conduct such airangements in a manner 
best suited to avoid possible llabilUy. Special care should 
be taken that all contractual provisions are valid under 
the laws of each country in which the supplier and agent 
will conduct their business, and that the agreement 
fulfills the requirements of local law. 

The following countiies have enacted piotective 
legislation affecting agency terminations. The desciiptive 
comments are intended to seive as a geneial guide in the 
belief that they reflect the situation at tlie time of 
writing. Nevertheless, it should be borne in mind that 
commercial laws and piactices are constantly changing 
and that countries from time to tune enact new laws 
according to local needs. Readers aie luged to consult 
legal counsel to deteinune how tlieir legal rights would 
be treated under local conditions. 


EUROPE 

Austria— Provisions of the Mercantile Agents Law 
supplement agency agreements as to matters not covered 
by the agreement. Waivers of the agent’s rights are not 
recognized, The law establishes expiration notice terms 
which vary in relation to the duration of the agency, The 
parties may agree on shorter notice terms, but if the 
contract does not provide for notice, the teims set by 
the law will apply. 

Agents are entitled to indemnification for. unjust 
and/or premature termination of the agieement; 
teriiHJiation without due service of notice; any lestuc- 
tion of the agent’s commercial activities after termina- 
tion, and for termination of the agreement due to fault 
of the supplier oi his bankruptcy. 


UJlliclUClUJ 1 w V 

Indefinite Teirn Agreements,” piotects such agents 
against ‘"unjust” termination. A law of July 30, 1963, 
extends to nonexclusive lepresentatives the same proLec- 
lion against the unjust teimination ot an agency agiee- 
ment. 

The paities to the agency agreement aic fiee to 
stipulate whatcvei terms they mutually agiee upon. 
Howevei, they may not amend, revoke oi waive any of 
the rights to which the agent is entitled by law. Since 
only Belgian law is applicable to the contract, choice of 
law clauses are not recognized 

The termination of both exclusive and nonexclusive 
agency agreements which have no definite exp nation 
date cieates a liability foi the severing party, unless theie 
IS mutual consent to the termination oi tlie other paity 
has failed to meet its obligations uiitlei the agieement. 
To teiniinate any indefinite term agency agreenienl 
without liabiUty, the sevcimg paity must give adequate 
notice to the other party and mutual agreement on the 
terms of seveiaiice must be reached. In the absence ot 
such mutual agreement, the compensation due the agent 
for teimination by the puncipal may be dctei mined by 
refeinng the matter to the couits. 

If a principal terminates an agency agieement 
without justification, he, m addition lo his liabilities 
undei the contiact, becomes liable to compensate the 
agent for (1) the value of ^ny inciease in goodwill loi 
the pnncipars business caused by the agent, (2) the 
agent’s expenses inclined in developing the agency and 
(3) the amount of any compensation claims dischaiged 
employees of the agent may have undei Belgian law. 

The Belgian Civil Code provides that both exclusive 
and nonexclusive agency agiuements winch have a 
delinitc date of expiration may be teiminatcd on such 
date without liabdity. The paity responsible for teiiiii- 
nating a definite term agreement before its expJiatioji 
date IS liable to the other paity foi damages, unless the 
severance is accomplished by mutual consent or is 
caused by a failure of the other paity to meet its 
obligatioub under the agieement In case of teimination 
for a bleach of obhgation by the other paity, notice of 
teimination must be given by the teiminating party, and 
failure to give such notice makes liim liable for damages. 

Denmark-The piincipal-agent relationship is gov- 
erned by Act No. 243 of May 8, 1917, as supplemented 
by a 1918 law, which gives the Chamber of Commeice 
the authoiity to lendei opinions concerning unjustified 
agency teimiiiations. Undei Act 243 the paities may 
teuninate the relationship at any time without serving 
notice, except in cases where the paities have piovided 
otherwise in their agreement. However, (1) an agency 
may not be terminated without compensation if the 
agent is entitled to a continuation and (2) any post- 
termination lestnction on an agent’s comineicial activi- 
ties may not exceed 2 yeais. The Chamber of Commeice 
recommended piactice is to give agents 3 to 6 months’ 
notice upon any termination and from 6 to 12 months’ 
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compensation based on annual gross commissions avei- 
aged over the last 3 to 5 yeais of the lelatioiiship 
Furthermoie, a teimimited agent may claim compensa- 
tion for the goodwill generated by the agent and taken 
ovei by the principal. 

France -The principal-agent relation is governed by 
the Cornmeicial Code and decree of December 1958, 
and the Laboi Law as supplemented by laws of July 17, 
1937, and Mai. 7, 1957. 

Choice of law clauses aie allowed; waivei of agent's 
lights IS not recognized Labor laws apply when agent 
does not sell under his own name, oi on his own 
account. Detinite term agieements teiminate on expira- 
tion date of contiact, if extended after expiiatioii, they 
aie governed by lulcs on indefinite term agieements. 

Piemature teimnialion of a definite term agi cement, 
and/oi failure to renew a definite leim agieement, 
except foi just cause, entitles agent to claim compensa- 
tion on the basis of: all stipulated benefits lesultiiig troin 
the contiact; salary equal to all diiect and indirect 
benefits that would have accrued until expiiation of the 
contiact; compensation for bicach of contiact, except 
when teimination was based on just cause; and nunibei 
and value of accounts developed by the agent. 

The same compensation based on number and value 
of accounts developed is due an agent upon termination 
of any agreement, in the event oi permanent and 
complete inability to woik, as the lesult of accident or 
illness. Indefinite term agieements may not be termi- 
nated except toi just cause and with due seivice of 
termination notice. Violation of the foiegoing cnlitles 
agent to claim compensation on Ihe basis of. salaiy 
payments equal to all benefits that would have acciued 
duiing the notice pciiod, compensation loi bieach of 
contiact, including uncoil filmed oiders, and miinbei and 
value of accounts developed by the agent, 

nxclusive im pollers and distiibutors are governed 
by piovisions of the Coniineicial Code, and decree of 
Decembei 1958. Under these laws a defiiiile teim 
agreement leiminates on the expiiation date of the 
contract. A definite leim agieement, if extended, be- 
comes an indefinite leim agieement and may only be 
leiminated foi just cause and with seivice of notice of 
teimination, 

A suppliei IS liable foi damages foi unjust termina- 
tion of the agency agreement, foi piematiue teimination 
or termination without notice. 

Germany, Federal Republic of— The Commercial 
and Civil Codes apply to the piincipal-ageiif relation. 
The Codes have been supplemented by the Law of Aug, 
6, 1953, relating to agents being independent contrac- 
tors, and by Deciee of Dec. 23, 1958, relating to agents, 
engaged in buying and selling for the account of anothei. 
Under the law choice of law clauses aie allowed; waivers 
of agent's rights are not recognized. 

The Cornmeicial Code provides ininiimim termina- 
tion notice tcims. These vaiy in relation to the dm at ion 
of the agreement. An indefinite term agieement may be 
terminated upon due notice and toi just cause. Failuie 
to give notice of teimination may only be excused for 
just cause. Compensation generally amounts to benefits 


that would have accrued dining the omitted notice 
pel 10 d Additional compensation may be claimed for 
goodwill developed by the agent, but the inaximuiri 
compensation may not exceed an aveiage yeaTs coni mis- 
sion. 

The following rights may not be waived by tiie 
agent' indemnification for unjust or premature termina- 
tion of the agreement, restriction of agent's commercial 
activities after termination for more than 2 years. 

Italy -The principal-agent relation is governed by 
provisions of the Civil Code. When tJie agent is paid a 
salary. Law No. 562 of March 18, 1926, also applies. 
The Code and Law 562 requue that termination notice 
be given the agent. The length of notice vanes m relation 
to the nature of tlie agency (commercial or industrial) 
and the duration of the employment. 

Definite term agieements teiminate on the expira- 
tion of the agreement Notice is not needed, A paity 
may terminate an agreement at any tune foi just cause, 
and by giving notice of termination on the other paity. 
Failure to give notice when leqiiiied makes the principal 
hable to pay compensation foi estimated earnings that 
would have accrued duiing the notice peiiod and a 
proportion of com miss jo ns received dining the preceding 
yeai, 

Undei Law 562 an agent is entitled to compensation 
foi dismissal without service of notice. The amount is 
based on salaiies that would iiave acciued during the 
notice pciiod, and sevciance pay amounting to not less 
than one-half monthly salaiy foi eacli year of employ- 
ment. 

Teimination of the agieement without just cause 
makes the principal liable for compensation, computed 
as a piopoition of commissions leceived during previous 
yeai or hfe of agency. If tfie agieement is terminated by 
the principal without just cause and without giving 
notice of teimination, llie principal also is liable for 
compensation based on estimated eaiiiiiigs that would 
have acciued duiing notice penod, 

Malta-No special protective legislation. Principal- 
agent relation governed by piovisions of tiic Coniineicial 
Code and Civil Code, Generally, a definite leim agree- 
ment teiminates at the expiiation of ihe agreement. An 
uidefimte term agreement may be teiniinaled at any 
time by giving notice of termination to tlie other party, 

Upon teimination of agieement the principal must 
safegiuud agent’s rights to any eainings for business 
being tiansactcd, No notice is icquired by either party 
when the agency is terminated due to bad faith. 

Netherlands-Pnncipal-agent relation governed by 
the Commercial and Civil Codes, supplemented by laws 
of November 1936 and Maich 3, 1965. The law piovides 
minimum teims for sciving notice of termination. P allies 
may agree on longei terms. In ihe absence of termina- 
tion provisions in the agreement, miniinum periods 
established by the law apply. 

A definite term agieement terminates on the expira- 
tion of the agreement. However, if paities continue to 
operate undei the agreement after expiiation date, it is 
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Termination of an agreement without adequate 
notice makes a principal liable for compensation. The 
damages may optionally include actual damages suf- 
fered, or commissions that would have accrued during 
the termination period 

Exceptionally, and only lor just and urgent causes, 
an agreement may be terminated without notice, pio- 
vided the other party is immediately advised of such 
causes, violation of the foregoing makes a principal 
additionally liable for compensation of 1 year’s earnings. 
Under the Law of March 3, 1965, if an agent is 
dependent on no more than two supphers, the regional 
Labor Office must previously approve the termination of 
the agreement. 

Norway— According to the Norwegian Agent Law 
of June 30, 1916, as amended by the law of June I, 
1973, an agent is entitled to compensation should the 
piincipal give less than 3 months’ notice of termination, 
regardless of whether a period of notice has been 
included in the agency agreement. If the appointment 
has lasted for less than 1 year, the notice of termination 
should be I month. Tlie agent is also entitled to 
reasonable compensation for relevant investments he has 
made in agreement with the principal and to commission 
sales made by him or through his coopeiation. This 
applies even though sales are concluded after the 
termination of the agency, provided the purchaser’s 
orders have reached the principal or the agent prior to 
termination. The agent is also entitled to commission on 
orders considered to have resulted fiom lus work while 
he held the agency. In the event of lack of pioof of the 
size of the commission due and the agency having been 
in force more than 1 year, the commission shall be 3 
months’ commission based on the average monthly 
commission of the last year. This rule does not apply if 6 
months’ notice is given. However, if the piincipal 
terminates the agency for a valid reason (i,e., failuie of 
the agent to fulfill his duties and obligations under his 
appointment), the agent will not be entitled to any of 
the compensations described above. It is deemed to be 
unfair competition to substitute one agent for another 
without giving the substituted agent piioi notice of such 
change. 

Spain-Botli the Spanish Civil and Commercial 
Codes regulate the relationship between principal and 
agent. Although there is no law specially covering the 
termination of agency agreements, an agent who is a 
natural person may have rights under the Labor Laws, 
particularly those found in Decree No, 2412/62, dated 
July 21, 1962. 

The principal and agent are free to stipulate to 
whatever terms they agree upon, including provisions for 
cancellation of the agency. In the absence of provisions 
to the contrary in the agreement, the Commercial Code 
allows the principal to terminate the agency at any time 
upon giving notice to the agent. However, the principal 
IS obliged by law to pay the value of the agent’s effort to 


nates an agency agiccinciu wim a naiuiai tu 

make compensation to such person. Unless otherwise 
established by the teims oi the agency contiact, such 
compensation is to be detei mined by the couits. Such 
determination must fall within the lollowiiig range the 
equivalent of no less than 2 months’ and no moie than 2 
years’ eainings under the agieement. This indemnity is 
to be computed on the basis of the aveiage income over 
the last 2 years oi the entire teim oi the lelationship, 
whichever has been shortei . 

Sweden-The Act of April 18, 1914, as amended 
by Law 219 of May 1974, goveins the pnncipal-agent 
relationship to the extent that the agency agreement, 
commercial practice or custom do not otheiwise pro- 
vide, Where specifically piovided, howevei, the law will 
prevail over the agency agieement, cornmeicial practice 
or custom. As supplemented by the Swedish Laboi 
Code, this law also regulates the employ ei -employee 
relationship of travelling salesmen, 

A notice of teimination is lequiied to terminate 
indefinite term agency agreements. The reqiiued notice 
term is 3 months foi indefinite term agreements which 
have been in effect for 1 year or inoie. The peiiod of 
notice foi such agreements, which have been in effect 
for less than a year, must be at least 1 full calendar 
month after the month in which notice is given. The 
agent cannot waive such notice requirements. However, 
no notice is lequired when an indefinite teim agency 
contiact is terminated by the piincipal based on just 
cause. 

Fixed term agreements, or contracts foi specific 
business ventuies, terminate at the expuation of the 
contract term or completion of the business venUiie. 
Fixed term agreements may be picmatiucly teuninated 
by the principal only in the case where the piincipal has 
just cause for so doing. Law No. 219, whicli went into 
effect on July I, 1974, is somewhat ambiguous on the 
question of whether oi not there is a notice lequiiemeiit 
for terminating fixed term agieemenls. Therefore, piu- 
dence would suggest that notice be given even when the 
principal has just cause allowing him to picmatuiely 
terminate a fixed teim agieement without liability. 

The principal has just cause, allowing him to 
piematurely terminate a fixed teim agency agieement 
without incuriing liability or an indelinitc term agency 
without giving notice, when (a) the agent has been 
derelict m his duty to the principal, (b) the agent is in 
bankiuptcy; or (c) the agent has bleached the contiact 
in such a manner that no leasonable cause exists for 
continuing the agreement. 

In cases of unlawful termination by the piincipal of 
the lelationship, the agent will noimally be entitled to 
reasonable compensation for losses mcuired. This in- 
cludes the agent’s costs for investments in buildings, 
stock, machmery, tiansportation facilities and similar 
assets, which he has made m furtherance of the agency 
and with the consent of the principal. The agent can, 
with binding effect, waive his right to such leimburse- 
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merit only if the waiver is made when the inveslriicnt is 
effected. 

The agent has a right to receive corn missions on 
sales completed after the agency has been terminated 
provided such sales resulted from the agent’s efforts. 


Switzerland -The principal-agent relation is gov- 
erned by the Swiss Code of Obligations The law of 
agency agreements, dated January 1, 1950, has been 
included m the Code. 

Choice of law clauses are not ic cognized, nor waivei 
of agent's light to compensation, noi clauses lendering 
an agency irrevocable. If the agreement does not provide 
for termination, the law stipulates a 3 month nnnimum 
period for giving notice of tcimination. Notice is not 


lequned to teiminate definite term agreements. If the 
paities coiilinue to operate under the agreement after 
termination it is deemed to have been extended for 
another year. 

An agent may claim compensation from the piincT 
pal for unjust teiim nation ol the agency, act of the 
piincipal unduly pi eventing agent fiom free exeicise of 
the agency, and wlien the agreement restricts tJie agent’s 
future commeicial activities after termination of the 
agency. 

Compensation generally amounts to 1 year’s net 
profit. 

The conference of Swiss Association of Commercial 
Travelers and Agents has drafted an Agency Agreement 
form. This form includes a model agency tei nil nation 
clause. 


CENTRAL AND SOUTH AMERICA, AND WEST INDIES 


Argentina -Pimcipal-agciU relations are basically 
governed by the Civil and Commercial Codes. No special 
legislation covers the termination of agency agreements. 
Howevei, when the agent is a natuial person the agency 
may be regulated by Labor Law No, 1 1,544 of 1929, as 
amended, and successive laws and decrees (particularly 
law No. 14,546 of 1958) which extend labor law 
benefits to business agents. The parties may not select 
foreign laws to govern the agieemcnt. If a contiact is 
executed abroad to avoid Aigentine law such effect will 
not be enforced by the Argentine courts. 

The Civil and Commercial Codes permit a piincipal 
to terminate an agency agi cement at his discretion. 
However, the tciminatmg paiLy may be liable for 
damages resulting fiom a wrongful termination. All 
agreements whether for a definite or an indefinite term 
should include a notice of termination clause. 

Labor laws similarly requne the service of a tcimina- 
tion notice some time prior to the actual teimination 
date; otherwise, the principal may be liable to the 
employee for earnings tiiat would have acciued dining 
the notification period, The amount of compensation is 
proportional to lire duration of the agency. In all 
dischaigc cases, except foi those based on a just cause, 
the agent is entitled to compensation amounting to I 
month’s leinuneiation or commission foi each year of 
service. 

Bolivia -The Civil and Commercial Codes govern 
the piincipal-agent lelationship. No special legislation 
has been enacted to piolect an agent Irom the termina- 
tion of the agency agreement. Natuial person agents are 
entitled to claim laboi law benefits by viilue of the law 
of December 3, 1927. Contracts are based on mutual 
agreement of the paities. However, waiver of legal rights 
is not recognized by law. Except for bieacli of contract, 
or by mutual agreement of the paities, a definite teini 
contract may not be prematiuely terminated. Indefinite 
term agreements require a termination notice served in 
accordance with such notice requirements and teimina- 
tion conditions as are piovkled in the agreement. 
Wrongful termination of an agency contiact makes the 
breaching paity liable for damages. 


The labor Law allows a principal to discliaige an 
agent only for a just cause, otherwise, liic principal is 
liable for compensation which includes severance pay. 
The amount of compensation depends on the duration 
of the agency. The principal must also serve notice some 
time prior to the teimination to validly terminate Hie 
relationship. Failure to .seive such notice subjects tlic 
principal to liability to the agent for earnings or 
commissions which would have acciucd during the 
notice period. 

Brazil -The principal-agent relationship is governed 
by Law No. 4886, in force as of December 10, 1965. 
Although the parties may fieely stipulate the terms of 
then agency contiacts, provisions on the following must 
be included: the conditions and general requirements of 
the lepreseiitation, an identification of the products 
subject to the icpiescntation, the period of representa- 
tion, whether definite or indefinite, the terms and time 
of payment foi cany mg out the lepresentation, the zone 
in which the representation will be exercised (including 
(1) whcthei the pimcipal is excluded from doing 
busine.ss within the zone, (2) whether such exclusivity is 
paitially or wholly guaranteed, and for what peiiod,and 
(3) the resliictions, if any, to zone excliasivity). A 
pio vision for flic indemnity due the agent upon the 
pnncipal’s terminating the agi cement witiiout notice is 
also icquued, and this indemnity must not be less than 
one-twentieth of the compensation earned during the 
representation 

Agency agreements may be terminated for just 
cause. Under law 4886 the definition of just cause is 
limited to the following: the agent’s negligence; the 
agent’s bieach of the contract; acts by the agent 
damaging to the principal; and conviction of the agent 
for a SCI ions ciiminal offense. 

Fixed term agreements termmale on the date 
provided. Indefinite term agreements are terminable 
without just cause only duiiiig the first 6 months. In all 
cases, except when other provisions for termination have 
been agreed upon, service of notice prior to termination 
Ls obligatory. If the principal fails to serve such notice 
compensation is due tire agent amoiuUing to one-third of 
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the LSiinmgs accrued during the lust 3 months just prior 
to term illation. 

Colombia -The Commercial Code of Coiombia as 
set forth in Decree No. 410 of March 27, 1971, governs 
coinniercial agencies This includes pjovisions covering 
the tennuiation of agency agreements and establishing 
liability lor the unjust termination by the principal. 

AUhough the parties are free to stipulate to the 
terms of their mutual arrangement, the agency contract 
must provide for the scope of the agent’s authority, the 
duration of the relationship and the territoiy encom- 
passed by the agency. Unless otherwise provided in the 
operative agreement, the agency is presumed to be 
exclusive. Colombian law is the only law that may apply 
to agency agreements and^ therefore, choice of law 
clauses are not recognized. 

If the principal should teiminate the agency con- 
tract under circumstances which are not the fault of the 
agent, the agent has the right to claim compensation 
from tlie principal in the amount of 1 month’s com- 
mission, or such other remuneration as is provided by 
the contract, for each year the contract has been in 
effect. However, such amount may not exceed a total 
equivalent of 3 months* remuneration provided under 
the agreement. The agent also has a piivileged lien 
against the principars goods in lus possession, to assure 
full payment of the compensation due him. 

If the principal terminates the agency lelationship 
without just cause, the agent may also claim compensa- 
tion for his success in establishing or building up 
goodwill for the principaTs business The amount of 
such compensation will be determined by the courts, 
taking into account the amount of time the agent has 
le presen ted the principal under the agreement and the 
volume and importance of the principal’s business 
conducted by the agent. 

The causes justifying termination of the agency 
agreement by the principal are (1) a breach by the agent 
of his contractual or legal obligation to the principal, (2) 
an act or default of the agent which results in damage to 
the principaFs business interest, (3) the agent’s bank- 
ruptcy, or (4) the liquidation by the principal of the 
business activity on which the agency contiact is based. 
In the event the agency is teim mated for any of these 
listed reasons, the principal is not obliged to compensate 
the agent. 

Costa Rica— Provisions of the Civil and Commercial 
Codes govern the agency contract. Termination of 
agency oi distributorship agreements, and the remedies 
attached thereto, are regulated by Law No. 4684. which 
was promulgated on December 4, 1970. 

Under the Codes the parties may freely stipulate the 
terms of their contracts. Hovvevei, any waiver of the 
agent’s lawful rights is invalidated by Law No. 4684. 

A principal may be habie to compensate the agent 
ill any of the following situations: termination of an 
agency without just cause, unjust refusal to renew an 
expired agency agreement, and termination of the 
contract for causes unrelated to actions of the agent. 
Compensation under Law No. 4684 is the equivalent of 
2 months’ gross profits for each year of services, or 


fraction thereof in excess ot 6 months li<‘- ' 
compensation may not exceed the 
months’ gross profits. Indemnification nii’^ 
principal to purchase the agent’s stock nt lit i ‘ 
product at warehouse cost price. 

Law No. 4684 defines just cause for ten i. 
the piincipaJ as any crime by the agent 
principal, the agent’s negligence or ineplitu b 
tion of trust by the agent, a breach oi ^.ontf . ' . ! 
agent, or breach of the agent’s obhgatt' i. ' 
principal. 

Dominican Republic- Agency agreement , 
erned by the Civil and Cominercial Cud'^ » i 
solution of agency agreements is covered i'v f ' ^ 

263, dated December 31, 1971, winch aincr 1 . I i 
173 of April 6, 1966. The 1971 law ait out . ^ 
specific remedies for unjust teinunalion ot Pi 

agreement, if the agreement has been register A r" s- 

Central Bank of the Dominican Republic witl 'i f 
of its execution 

Although the paities to an agency . 

free to stipulate as to its terms, Law No 26' m I 
any waivei by the local agent of his rights I ji < 
obhgate the piincipal or any substitute, '' - - 

replacement acting on the principal’s bciiiih r < 
person or firm acquuing the right to act m ! i' " 
agreement, to compensate the agent for iIh-m 
the event (1) the agent is unjustifiably di.xi' 
substituted, (2) the principal, his assignee or r.. / 

tive terminate or refuse to renew the agreeiiiunr ; 
just cause, or (3) the piincipal, his assignee or rx i 
tive take over the agent’s business without ]us\ » i 

The agent’s damages for unjust terniiinl 
refusal to renew an agency agieerneiit nnv • , 
losses the agent has siifteied because ot his (i . 
efforts on behalf of the principaTs busmc'.'', ui i . l ^ 
(1) Labor Law employee compensation oldu- t 
the agent, (2) the actual value of all • t-* .. 

expenses the agent incuired in setting up ai<4 r> » . 
the business, (3) the value of the agent’s invent- . ' 
stock, and (4) the value of the agent’s lost pnUii 1 1 
principal may also be obliged to pay an ad'iif t J 
amount equal to the total of the agent’s nut J ' 

the previous 5 years. If the agency has been in ett v 1 , 
less than 5 years, the compensation is set jt luu fi, 
the average annual profit during the prevKui*. ^ 

actual representation. 

Just cause for a principal’s refusal to renew, • 
terminating, an agency agreement is set forth m i u. \i 
263, as follows: (1) breach by the agent ot ,in\ t t 
essential obligations of the contract, or (2) au> .i. ft •.) . 
commission by the agent which substantially i\v, > 
principal’s interest in the promotion or (le\elopih nr » l 
his business, 

Ecuador— No special legislation has been c r- ( r .r 
to protect the agent from termination ol tfn .y . 
agreement. The Civil and Commercial Codes 
principal-agent relationship. These Codes peniui i j.h 
pal to terminate an agency agreement at Iili diMun 
provided that a notice is given to the agent fi* rJ . 
date of termination. 
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However, unclei Aiticlc 267 ot the Liiboi Code, 
tiaiuial peisons acting as agents may claim the same 
protection I'lom dismissal as do employees Undei the 
Laboi Code just cause is the only ground foi umlateial 
Leinunation ol the eniploymenl oi agency coiitiact. If 
tile con ti act lias lun foi moic than 6 months a notice 
must be given I month pjioi to teimination. Failure to 
give such notice makes the piincipal liable foi 2 nioiitlis 
icmuneiation, in addition to any other compensation 
clue. 

According to ilic Laboi C’odc agi cements foi an 
indefinite tcini may not be unilateially tcinimated until 
altei the agieemeiU has iiin loi at least 1 yeai, Hven 
then, iusi cause and adequate notice aie icquiicd. Unjust 
tennination subjects the pnncipal to liability foi com- 
pensating the agent an amount equal to 25 % of his 
pievious month’s eaiiungs multiplied by the munbei of 
years of his seivice as an agent. 

In the case of (ixed teim agieemenis, the Laboi 
Code icmedics a piematuie teimination by making the 
pnncipal liable to compensate the agent 25% of the 
icmuneiation that he would have otheiwise earned ovei 
the lemainiiig peiiod of the coniiact. This liability foi 
piemaiure teimination is doubled if the contiact is 
leimmaled without just cause. Unless notice is given 
puoi to its expiialion date, a fixed term contiact is 
automatically icnewccl loi an identical pcuod. 

By lefeience to ailicle 133 of the Laboi Code just 
cause foi termination by the piincipal may include such 
conduct by the agent as unjustified and repeated acts of 
insubordination, bicach of the agieemciit, i mm Dial oi 
dishonest conduct, incompetence and giavc dispaiage- 
ment ol the pnncipal oi i(s pioducL 

El Salvador "3’hc law icgulating principals and 
agenls is iounci in the C'ominejcial (’odc(l)ectee No. 671 
ol Jaiuiaiy 1, 1971, as amended by Deciee No 247 of 
januaiy 9, 1973). 

Agency conliacts may be (einiinaied by cithei the 
piincipal Ol the agent by giving wiitteii notice 3 inoiiths 
pnoi to teimination. Ilowevei, a piincipal may not 
teinnnate, mothfy, oi lefuse (o lenew an agency 
contiact wit ho III just cause. If a coiUracl is unilaterally 
and unjusUy leimmaled, the iniuied paity has a right to 
claim daiiKiges, 

An agent wliose lepiescntutioii is unjustifiably 
terminated, may claim (1) the uniecoveiable expenses 
which he has uicuired foi the benefit of the agency, (2) 
the value ol the physical assets of the agency which have 
no allei native use, including equipment, fixtures, furni- 
tiuc and implemeiUs, (3) the value of this unsalable 
meichandise, stock and accessoiies; (4) an amount equal 
to his gloss piolil expeiionce, not to exceed the latest 3 
yeais of repiesentation; and (5) the value of ciedil he 
has extended to puicluiscis of the piiiicipars products. 

As amended, the (?odc defines just cause for 
teimination as a ( 1) bieacli by Ihe agent of Ibe contract, 
(2) tlie agents fiaud oi abuse of the piincipaFs tuist, (3) 
the agent’s incompetence oi negligence, (4) a continued 
docieasc in sales foi i easons attributable to the agent; (5) 
the disclosure by the agent of confidential information, 
or (6)^any act of the agent reflecting adveisely on the 


agency, the piincipars pioducts or then sale and 
distiibution. 

It the principal is found to have dismissed an agent 
without just cause, the pnncipal may not import his 
pioducts, trademarks or seivices into El Salvadoi until 
the compensation lawluliy due to the agent is paid in 
full. 

All contioveisies between a principal and iiis agent 
must be decided by the local couit having juiisdiction 
over the agent. 

Guatemala-The pnncipal-agency relationship is 
governed by the Commercial Code of Guatemala, whicJi 
is set torth in Deciee No 2-70 of May 1970, Teimina- 
Lion of agency agreements is cove led by Deciee No, 
78-71 of September 25, 1971, Accoiding to the more 
lecent decree, a principal is allowed to tenninatc the 
agiecment with his agent by mutual consent, by expha- 
tion in accoid with the terms of tiie contract, oi when 
the piincipal has just cause as piovided by law. 

Just cause foi the piincipars teiminating the agree- 
ment is defined as any ol the following (1) a breach by 
the agent of any of his coiiliaclual obligations to the 
pnncipal, (2) the commission by the agent of a ciinnnai 
offense against the person or pioperly of the pnncipal, 
(3) the unjustified lefusal by the agent to render 
accounts due oi piocccds of liquidation in accord with 
the lei ms of the contract, (4) the agent’s disclosuie to 
thud parties of confidential infoimation entrusted to 
him by the pnncipal, or (5) a decrease in sales of the 
pimcipal’s pioduct oi seivices due to the agent’s fault. 

In the event of an unjust teimination by the 
pnncipal, the agent may claim as compensation an 
amount including (1) the pievious yeai’s diiect and 
pi o motional expense iiicuricd by the agent in cai lying 
out the agency, (2) the cost of all unrccovciable 
investments made by the agent iii puisuaiice of the 
contiact, (3) the value of any unsold mcrcJiaiidisc in tlie 
agent’s possession, (4) 50% of the piesumed gioss piofits 
on the sale of such unsold merchandise, and (5) an 
amount equal to the prospective piofits to the agent for 
the lemammg term of the contiact oi foi 3 years, 
wluchevei is less. The principal is also liable to the agent 
tor all Labor Law compensation claims dismissed cun- 
pi oyces of the agent may have as a result of the 
termination. 

The parlies may mutually consent to the amount of 
compensation due the agent foi unjust termination by 
the piincipal, and in case of an unresolved dispute as to 
such amount the issue will be dctei mined by the couits. 
If the principal has been sued by the agent for unjust 
teimination, he may be piohibilcd from conducting 
business in Guatemala, cithci directly or mdhcclly, until 
the Slut js settled or the agent’s chum is paid. The 
pnncipal may avoid tins piohibition on doing business in 
Guatemala by posting a bond to guarantee payment of 
the amount of any possible damage claim against him. A 
continuation of business undei piohibition and without 
securing such bond will subject the principal to a fine 
ranging from $50 to $5,000 (50 to 5,000 quctzales) 

Haiti-No special legislation has been enacted 
protecting the agent against teimination of the agency 
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agreement, The Civil and Commercial Codes govern the 
pnncipal-agent relationship However, natural persons 
acting as agents may claim the same benefits for 
dismissal under the labor laws as do employees 

Under the Codes the parties may freely stipulate the 
conditions of their agency contract. However, the 
following provisions must be included in the agreement: 
an identification of the agency territory, a list of the 
respective duties and obligations of the agent and 
principal, the remiineiation to be paid to the agent, the 
duration of the agreement, the lequirements for service 
of a termination notice and the jurisdiction governing 
the agreement. 

Under the labor laws a waiver of legal rights is not 
recognized. Notice of contract termination is required 
except when the contract is terminated for just cause. 
The amount of notice that must be given in advance of 
the termination date varies from 8 days for contracts 
having been in effect for 3 months to 1 year, to 2 
months’ notice when a contract has been in effect for 
more than 10 years. Failure to give the appropiiate 
notice subjects the principal to liability for the remu- 
neration to which the agent would have otherwise been 
entitled had such notice been given. 

Honduras— The Civil and Commercial Codes regulate 
agency contracts. Decree No. 50, in foice as of Octobei 
16, 1970, governs the conditions and consequences of 
terminating agency contracts. 

A principal may not terminate, modify or refuse to 
renew the agency contract except for just cause 
Termination without just cause subjects the principal to 
liability for the damages suffered by the agent. Compen- 
sation for such damages may include the value of the 
agent’s investment in premises, equipment, installation, 
furniture and utensils, which have no alternative use, the 
agent's outlay for unsaleable merchandise, stock and 
accessories, the value of that portion of goodwill 
generated by the agent’s own effort, determined by 
considering the duration of the agency, the pioportional 
share of the principal’s sales or service volume iii relation 
to the agent’s total business, the share of the Honduras 
market such volume of the pioduct or service represents, 
and any other factor quantifying goodwill. 

Just cause for the termination of the contract by 
the principal is defined as the agent’s breach of contract, 
his fiaud or abuse of the principal’s trust; his disclosure 
of confidential information; or any act attiibutable to 
such agent which reflects adversely on the business 
operation 

Mexico— No special legislation protects the agent in 
case of termination of agency agreements. The principal- 
agent relationsliip is governed by the Civil and Com- 
mercial Codes, These Codes permit a principal, unless 
otherwise provided in the contract, to revoke the agency 
at his discretion. However, a wrongful or prematiue 
termination of the agency may make the principal liable 
for compensatory damages, Appointment of a new agent 
for the business amounts to a revocation of the old 
agency contract. 

On the other hand, by virtue of Article 285 of the 


Federal Laboi Law of April 1, 1970, natural persons 
acting as agents may claim the same protection fiom 
dismissal as is afforded to employees, including the light 
to compensation foi an unjust teiniination of the 
employer-employee relationship. In the case ot fixed 
term agreements which do not exceed 1 year, tlie 
compensation specified for piemature and unjust teimi- 
natioii is set at one-half the value of the remuneration 
previously earned by the agent undei the agi cement If a 
fixed term contract has run for more than 1 year tlic 
compensation tlien is set at the value of 6 months’ 
lemuneiation plus 20 days’ remuneration for every year 
of service after the fust year. In the case of indefinite 
term contracts the compensation amounts to 20 days’ 
remuneration for each year of sei vices rendered. The 
agent is also entitled to leceive an additional 3 months’ 
earnings plus accrued remuneiation from the date of 
dismissal to the actual date the pnncipal pays him all the 
compensatory damages due. 

Nicaragua-Tlie Civil and Commcicial Codes govern 
agency agreements. Law No. 287 of Februaiy 2, 1972, 
entitled, ‘‘Law on Agents, Repicsentativcs or Dis- 
tributors of Foreign Firms,” covers the termination of 
agency agreements and establishes the compensation due 
to the agent for the unjustified tcimination of the 
agency relationship by the piincipal. 

Nicaiaguan law is the only law tliat may apply to 
agency agreements and, accordingly, choice of law 
clauses are not recognized. Although the paitiesaie fice 
to stipulate the teims of the agency contiact, they may 
not amend, levoke oi waive any of the lights to which 
the agent is cnUtlcd by law. These lights obligate the 
pnncipal oi any substitute, inlcimediary oi replacement 
acting on the pimcipal’s behalf, and any peison or firm 
acquiring the light to act under tlie agi cement, to 
compensate the agent for his damages in the event the 
principal, his assignee oi lepiesentalive has no just cause 
for (1) dismissing or substituting the agent, (2) uni- 
lateially terminating the agieemciit, (3) lefiisiiig to 
renew an expued agreement, (4) taking ovei the agency, 
or (5) increasing the number of lepresenta lives in 
Nicaragua. 

Law No. 287 provides that the agent’s compensa- 
tion foi unjust teinunation by the pnncipal may include 
the agent’s unrecoveiable investments and expenses 
which he has incuned in iurthexance of the agency. Such 
compensation also includes the agent’s constructive loss, 
which IS to be detei mined by lefeience to the amount of 
time that has expired under tlic agency agreement, This 
varies from 25% of the agent’s expected gross eainings 
for a 3-year period if the contiact has been in effect 
from 3 to 6 months, to 100% of the agent’s gross 
eainings during the pievious 3 yeais, if the contract has 
been in effect for more than 3 years. Fur thei mote, the 
agent letams his right to all claims against tlie pnncipal 
that are given him by equity, and may requiie the 
principal to buy back liis stock at whatevei cost, 
including the purchase price, freiglit, taxes and othei 
expenses, the agent may have had to incur to obtain and 
maintain such slock. In cases where the piincipal has 
increased the number of repiesentatives without just 
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cause or mutual agreement, the agent may claim 
compensation to the extent of 80% of the constructive 
loss compensation that would have been due him had 
the agency been unjustly teiniinated. 

The parties may nuitally consent to the amount of 
compensation dvic to tlie agent for unjust termination by 
tile piincipal, and in the case of an umesoived dispute as 
to such amount the issue will be determined by the 
courts. Any claim maintained by the agent must be filed 
with the couit within 2 years of the act giving use to 
such claim. To guarantee full payment to tlic agent on a 
favorable determination of his claim by the couits, he 
may retain as a preferential creditoi all the principars 
merchandise he has on hand. Furllieinioic, the Ministry 
of Economy, IndusUy and Commerce may suspend the 
principaFs right to impoit goods into Nicaragua until he 
has compensated the agent in full or guaranteed such 
payment upon settlement by the courts. 

Just cause for a principalis terminating or refusing 
to renew an agency agi cement is defined as (1) any 
crime set for 111 in Nicaiaguan Penal Code committed by 
the agent against the property oi intciests of the 
piincipal, (2) a continued leduction in the sale oi 
distribution of the principaFs products due ^to the 
negligence of the agent, (3) any acts attributable to the 
agent which adversely affect the impoit, sale or disliibu- 
tion of the piincipal’s pioduct, or (4) the bankiuptcy of 
the agent, 

Panama-The agency contiact is jcgulatcd by the 
Civil and Commercial Codes. Termination of the agency 
contract and leineclies for unauthoiized termination aic 
governed by Executive Decree No. 344 of 1969, as 
amended on November 18, 1969, and the rules of 
piactice found in Deciee No. 9 of F'ebruary 7, 1970. 

The parties may freely stipulate then contract 
terms. However, piovisioiis foi the waivers of lights or 
mutual consent tcriiii nations arc valid only when ap^ 
proved by the Ministry of Commerce, 

If a principal can establish just cause, he may 
without liability terminate, modify or refuse to icnew 
his agency agreements. If the teiminalion is unjustified 
the piincipal may be liable to compensate the agent I lie 
average 1 yeai’s gross pi o fits for contracts of less than 5 
years’ duration, twice the average aniuiai gross pi o fils 
for contracts of more than 5 but less than 10 years* 
duration, three times the aveiage annual gross profits for 
contracts of more than 10 years* hut less than 15 years* 
duration, four limes the average annual gross profits for 
contracts of more than 15 years* but less than 20 years* 
duration, five times the average annual gross pi of Us for 
contracts with inoic than 20 years’ dm alio n. Such lelicf 
may include the principars purchase at cost of the 
agent’s unsaleable mcicliaiidise. 

Once it is cl ctei mined that an agent was unjuslJy 
dismissed by his principal, he may not export goods to 
Panama until the compensation lawfully due the agent is 
paid, Just cause for lermination of the agreement by the 
principal is defined as the agent’s breach of contract, his 
fraud or abuse of the principal’s tiust, lus negligence or 
ineptitude, the continued decline in sales oi distiibutioii 


at iribu table to the agent, his d us do sure ol secret 
uifoiimition, and any act by the agent haiinlul to the 
le presented fiiin or products. 

Puerto Rico ~ The Pueito RicuJi Civil and Com- 
meicial Codes govern the Law of agency. Law No. 75 of 
June 24, 1964, as amended by Law No. 105 of June 
1966, supplement tlie Codes on the regulation of the 
pnncipal-agent relationsliip. Parlies are fiee to agree on 
conditions and teims ol the lepjehcnlation. Ilowcvei, 
except for just cause, a paity may not unilaterally 
teiminate the represciUaUon, icfusc to renew an expired 
agency agicemenl, ui pcitorin any act delnmental lo the 
permanence of the established relationship. Termination 
of agency agieemenl without just cause is considered a 
tortious act and makes the offending party liable to pay 
compensation lo the injured party. Clauses waiving any 
o( the agent’s lights piovided by law are invalid. 

In the event of unjust teiminalion of the agency by 
the piincipal, the agent has 3 ycais from tlie date ot 
actual termination, oi the occurrence of an act 
detrinienlal to the peimanence ot the repicseiitation, lo 
tile a claim foi compensation, Tins compensation may 
include (1) the actual value of expenses incuiied by the 
agent hi sciinig up and lunning tlic business, (2) the 
value of the agent’s inventories and stock, (3) the loss of 
the agent’s piofits and (4) the value ol liis goodwill. The 
agent may also claim an amount equal to his piofit 
cxpciieiice foi the previous 5 years, or, if the agency 
existed for Less than 5 yeais, five times the average 
annual profit. 

Just cause for the pimcipiirs tciinmation of the 
agreement is defined as (1) the agent’s iion-pciformance 
of essential obligations under the contract or (2) any act 
or omission by the agent which substantially and 
adversely affects tlic piincipars interest in the promo- 
tion, marketing oi distribution of the meichaiulise or 
sei vice m question. 

Vcne/.iicla-'-'riie Civil and C’ommercial Codes govern 
the tights and duties of an agent operating in his own 
name for the account of lus piincipal. Wlien an agency 
agreement for a fixed tenn expires according to its 
terms, no notice is reqiiued. llowever, a notice is 
required foi the termination of an agency agreement of 
indefinite teim. When the pimcipai unjustly terminates 
an agency, in which the agent has made a substantial 
investment, the piincipal is liable to the agent for his 
losses 

The Laboi Law of November 3, 1947, as amended 
by Decjce No. 123 of June 1974, regulates the treat- 
ment of employees. This law may entitle unjustly 
dischaigcd agents to the same benefits as dischaiged 
employees. Furl her more, Venezuelan Courts will not 
lecognizc the agent’s waiver of these employee lights, 
Under the labor Law, an employee may obtain compen- 
sation for wiongful or unjust dismissal fiom his job. This 
amounts to half a month’s cwrient salary foi each year 
of employment, plus seveiance pay of 15 days’ Wtiges foi 
each year of employment (severance may not exceed 8 
months’ wages). 
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MIDDLE EAST AND MEDITERRANEAN 


Egypt — Decree No. 1906 of December 1974, effec- 
tive December 28, 1974, mipleiiieiits Law 107 of July 
1961 and Law 93 of July 1974. This decree governs the 
appointment and activities of private sector corporations 
and individuals, not heretofore authorized by Egyptian 
laws, as agents or representatives of foreign firms. 

No special legislation has been enacted to protect 
the agent in case of contract termination. The principal- 
agent relationship is governed by the will of the parties 
expressed in their agreement so long as it does not 
conflict with the law. 

Only Egyptian legal entities or individuals born of 
Egyptian fathers, approved and registered with the 
Ministry of Trade, may represent foreign principals. 
Corporate representatives must be chartered m Egypt 
and have a majority of Egyptian stockholders and 
management. Total Egyptian executive and managerial 
participation is required for partnerships. Furthermoie, 
all commercial representatives must have been perma- 
nent residents of Egypt for at least 5 years and have a 
permanent place of business there. Foieign principals 
must contract directly with their Egyptian represen- 
tatives, The agency agreement must clearly define tlie 
scope of tJie agency, establish the agent’s responsibility 
and obligations and set forth the agent’s commission or 
remuneration. Foreign principals represented by agents 
in tlie public sector may not appoint private agents until 
after the expuration of the public sector agent’s agree- 
ment. 

Foreign principals may provide scientific, technical 
or consulting services when duly registeied and au- 
thorized by the Ministry of Trade, only while engaged in 
trade activities and operating a comineicial agency in 
Egypt. The agent’s authorization to practice the pro- 
fession may be cancelled for violations of the country’s 
laws, practices, or willful submission of false infor- 
mation, 

Iraq— Principal-agent relation governed by Civil Law 
(Law No, 40 of 1951), and Commercial Code (Law No. 
>0 of 1943). Rights granted by the law to the parties 
lay not be waived. Agency agreements may be tenm- 
ated by any party, at any time, with notice. If third 
arty rights are involved, a principal may not teiminate 
m agency unless consent is obtained from the third 
party. 

Premature termination of an agency, or termination 
without just cause, makes the terminating paity liable 
for compensation. Compensation is based on an estimate 
of actual damages resulting from the cancellation. 
Assessment of damages does not include loss of piofits. 

An agent or his heirs are also entitled to compensa- 
tion in the event of termination of the agency by death, 
bankruptcy, or prohibition to engage in commerce, of 
eitlier the principal or the agent. The compensation shall 
be in proportion to the remuneration that would have 
accrued until the completion of the agreement, 

Israel—The principal-agent relationship is goveined 
by the Agencies Act of 1965, supplemented by the 
non-abrogated provisions of the Ottoman Civil Code. 


The parties aie free to stipulate to the terms of the 
agreement which shall govern the agency relationship. 
Termination or cancellation of an agency agieement and 
liability foi damages resulting t he: o from aie to be 
determined according to common law pnnciples. Foi 
example, agencies may be terminated by tlie will of 
either party, by the terms of the agency agreement, by 
death or incapacity of any of the paities, or by 
termination of the business Although the foimal publi- 
cation of the termination of the agency is not requiied 
by law, it IS advisable to place a timely notification in a 
local newspaper to prevent possible liability to tliiid 
parties. 

Jordan-The “Commeicial Agents and Inter- 
mediaries Law, 1974” which came into effect May 1, 
1974, regulates commcicial agents and inteimediaries, 
while previous Law No. 29, 1968, lemains in effect only 
insofai as it is not in conflict with the 1974 law. 
Although the principal-agent lelationship is goveined by 
the mutual will of the parties expiessed by tlicir 
agieement, only Joidaman law applies to the agency 
contiact (choice of law clauses are void) and the 
Jordanian Courts have exclusive juusdiclion to iiiteipiet 
it. Only natuial oi legal poisons of Jordanian nationality 
may repiesenl foreign piincipals and coipoiate repie- 
sentatives must be cliaitered in Joiclan and have a 
majority of Jordanian stockholdeis, FuUheiniore, all 
commercial lepresentatives must be permanent lesidents 
of Joidan and have a peimanent place of business in Die 
Kmgdom of Jordan. The foieign piincipal must contract 
directly with the Joidanian agent oi inlermediaiy 

Except when the authoutles levoke the agency, the 
piiiicipal is liable to his agent foi damages, if he 
terminates the commcicial agency agieement (1) with- 
out just cause (2) at a time othei than its natuial 
expiration date. Such damages may include the pio- 
jected profits the agent would have earned if liic 
contract had expued accoiding to its own terms. When 
the national law oi the contract lenns aie silent or 
ambiguous on the issue of termination oi damages 
therefor, the paities may apply local law oi custom. 

Kuwait-No special piotective legislation has been 
enacted. Piincipal-agent lelatioiuship is governed by 
Commercial Law No. 2 of 1961, supplemented by 
Oidinance 36 of 1964. Either party may ternunate an 
agency agieement at any time provided notice is given to 
the other paity. Compensation may be due if tlie 
agreement is prematuiely terminated oi teiminatcd 
without just cause. 

If the agreement is silent as to compensation, oi tiie 
parties cannot agree on amount, the injured party may 
sue in the couits for damages. 

Lebanon-Principal-agent lelations governed by 
Code of Obligations and Contracts, Comineicial Code, 
and Legislative Decree No. 34 of August 5, 1967. 

The Code of Obligations and Contracts provides 
general lules applicable to all types of contiacts. This 
includes agency agieements. Premature termination of a 
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contract, oi termination without just cause, makes the 
terimnaling paity liable toi compensation. 

The Commercial Code applies to all agents and 
employees. Distributois arc excluded from its provisions 
if they are doing business for their own account, 
icpiesenting seveial turns, and having their own enter- 
puses. Agents and employees aie entitled to compensa- 
tion it the agency is teiminated without notice and 
without just cause. Tlie right to claim compensation 
depends on whether such agency was their only occupa- 
tion. 

The Legislative Decree of August 5, 1967, supple- 
ments the foregoing laws by including within its pro- 
visions all agents and distiibutors not bound by an 
employment con ti act. Accoiding to this decree waivers 
ol any lights aie not lecognized; agents or distiibutors 
are entitled to claim compensation from the principal in 
any oi all of the following situations premature 
teimination of the agency, termination of the agency 
without just cause, or lefusal by the pimcipal without 
just cause to renew an expired agency agreement. 

Tile compensation claim may include actual dam- 
ages suffcied, loss of piofits, and compensation foi 
efforts in successful piomotion of the agency. 

Libya-No special protective legislation enacted. 
Piincipal-agent lelalionship is governed by provisions of 
the Conimeicial Code, Definite term agreements tcimi- 
nate on the expuation of the agi cement. Indefinite term 
agi cements may be teiminated for just cause and with 
notice to the agent. 

An agent is entitled to claim compensation against a 
pnncipal in the following situations: piematuie leiinina- 
tioji of a definite teim agreement, without just cause; 
and teimination of an indefinite teim agiecmcnt without 
just cause and without notice. 

The compensation may amount to 1 month’s 
commission. 

Morocco -Piincipal-agent lelationship governed by 
Daiiii of May 21, 1943. Tins law applies when the agent 
is not a commeicial enterprise. 

Code of Obligations and Contracts of August 12, 
1913, as amended, applies to commeicial lepieseiitation 
onlei puses. These aie excluded from the scope of the 
Dalui of May 21, 1943. 

lindei the Code, a pnncipal may, at any lime, 
terminate an agiecmcnt. llowevei, if the teimination is 
piematuie or unjust, the agent may sue for compensa- 
tion. 

The Daiw of May 21, 1943, considers the principal- 
agent I elation as a contract foi the ^‘rendition of 
sei vices.” Tlieicfoie the agent is ticated as an employee 
of the principal. 

This law docs not recognize waiver of lights gi anted 
to the agent. 

The agi cement will not be affected by any changes 
undergone by the piincipal-cniployei, A new principal 
will be bound by the teims of the agieement. 

Teimination of the business, except m cases of 
“force majeuie,” is no excuse for failuie to observe the 
notice requirement, 

A definite teim terminates at date of expiration. 


Even so, a principal may be held liable foi refusing 
without just cause to lenew an expired definite term 
agreement. 

An indetinite teim agreement may be terminated 
for just cause and with service of notice of termination. 
The notice term varies in relation to the duiation ot the 
agency. Service of notice is only excused in cases of 
“foice majeure,” 

Accordingly, an agent may claim tlie following 
compensation. 

Definite teim agieemenu. For premature termina- 
tion and failure to renew without just cause. 

a) Any benefits that would have been earned 
before termination of the agreement, 

b) An indemnity for termination of the agree- 
ment, unless terminated for just cause. 

Indefinite term agreements. Foi failure to serve 
notice of ierniination, and/or termination without just 
cause. 

a) Any benefits that would have been earned 
during the notice term. 

b) An idemnily established on the basis of nature 
of the sei-vice, duiation of the service, and 
damages suffered. 

If an indefinite oi definite term agreement is 
terminated by death, accident, oi disease, lesulting in 
complete and permanent incapacity of the agent, he, liis 
representative or heirs, aie entitled to compensation 
established on the basis of goodwill developed. 

Syria-No special protective legislation has been 
enacted. Tlie pnncipal-agent relation is governed by the 
Commercial Law of September 1949. 

The parties are fiee to agree on the terms ol their 
agency contract, including cancellation provisions. In the 
absence of provisions in the agreement commercial law 
and customs apply. 

Definite term agieements teiminate on tlie date of 
expiration of the agieement. Premature termination of a 
definite term agreement may result in damage liability. 

The laws require service of notice of termination 
The notice term varies in lelation to the type and 
duration of the agency. A two-nionlh term is granted to 
the principal to appoint a new agent, undei penally of 
being kept fiom doing fiiither business. 

Turkey-No specific protective legislation lias been 
enacted, Piincipal-agent relation governed by Coininer- 
cial Code. 

Three months’ notice is lequired to terminate 
indefinite term agreements; to prematurely terminate for 
just cause a definite term agreement an identical notice 
teim IS required. 

Failure to serve notice, or absence of just cause may 
make a party liable to pay compensation. 

An agent is also entitled to claim compensation, if 
the piincipal dies, is declared bankiupt, or legally 
foi bid den from engaging in commeice, Additionally, 
death or incapacity of the agent, may entitle his legal 
representative oi heirs to claim compensation. 

The compensation is based on estimated earnings 
that would have accrued until pending business had been 
completed. 


11 



FAR EAST 


India— The pnricipal-agent relationslnp is governed 
by Cliapter X (Sections 182-238) of the India Contract 
Act. It the agency is for a fixed period, the party 
prematurely revoking or terminating without just cause 
IS hable to the other party for compensation, Tlie 
principal may ternunate an agreement prematurely and 
without liability, if the agent is guilty of misconduct in 
the due discharge of his duties. However, service of 
reasonable notice of termination is required. The law 
does not define the extent of leasonable, and each case 
IS decided according to the particular circumstances. 
Indefinite term agreements may be terminated by the 
principal at any time. Service of reasonable notice is 
advisable. 

Agency agreements terminate automatically by (1) 
expiration of the contract term, (2) death or incapacity 
of the agent, (3) death or incapacity of the principal, (4) 
completion of the business or (5) impossibility of 
execution by reason of law or destruction of the subject 
matter. 

Japan— Principal-agent relation is governed by tiie 
Civil and Commercial Codes. Parties aie fiee to agree on 


the terms and conditions of their agreement. This 
includes provisions foi termination of the agency. 

Under the law a two-month notice of termination 
must be given to the othei paity to terminate an 
indefinite term agreement. Howevei, the parties may 
piovide for longer notice periods. Definite teim agree- 
ments terminate on the expiration of the agi cement but 
may be preniatuiely terminated foi just cause. 

Korea-No special piotectivc legislation enacted 
Pniicipal-agent lelation is goveined by the Civil (’ode 
and the Commercial Code enacted as Law No. 1000 of 
January 20, 1962, TTie paities aie fiee to agiee on the 
terms ol their agi cement. This includes piovisions toi 
terminating the agency, In the absence of agi cement by 
the paities, an indefinite term agency may be Icumnaled 
by giving two-month notice, A definite teim agieement 
lei inmates on the expiration ot the agreement. 

Undei the law, a definite, or an incletimte, Icim 
agreement may also be terminated at any lime foi just 
cause. The law is not cleai whether notice of tciniination 
is lequired in these cases. 
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CARNETS SIMPLIFY CARRYING OF COMMERCIAL SAMPLES 


By BRANT W. FREE 
Foreign Bminesn Practices Division 


Carrying commeicial samples and professional 
equipment to foreign markets has become much easier 
foi U.S. businessmen now that the United States has 
joined the international customs carnet system. The 
carnet system is designed to permit duty-tiee entry ot 
certain goods temporal ily impoitcd into another coun- 
try, 

U.S, businessmen can purchase ahead of time in the 
United States a carnet which can be used to pass 
samples, piofessional equipment and certain other arti- 
cles through Customs at the holders of several couiitiics 
duiing a single trip. By using the cainet, the commercial 
traveler reduces the expense and time consuming incon- 
venience of posting bonds oi cash deposits at each 
bordei for the goods accompanying him or those sent 
unaccompanied. 

Carnets are intci national customs documents which 
serve as guarantees against the payment of customs 
duties which may become due on goods tern poiar ily 
impelled and not reexported. Besides customs duties the 
guarantee extends to all othci duties and taxes payable 
on or in connection with temporary importation, in- 
cluding internal taxes and excise duties chargeable on 
imported goods. Not covered aie fees and chaigcs which 
are Limited in amount to the approximate cost of 
services lendered and do not icpiesent an indiiect 
protection to domestic products oi a taxation of imports 
for fiscal purposes. 

The carnet itself is composed of a scries of vouchers 
which list the goods to be coveicd and the countries to 
be visited. When leaving the United States, the carnet is 
presented to a customs officer who ceitifics that the list 
is complete and coirect. One of the voucheis is removed 
and retained by the U.S. Customs Service until the 
goods are reimpoited, Fioni then on, a voiicliei is 
detached each time the cainct holdei enters or leaves a 
count! y until the goods arc returned to the United 
States. If the cainet-coveied goods arc sold or otherwise 
disposed of overseas, the carnet holder is lespoiisibie for 
paying the applicable import duties and taxes, and must 
certify to that effect for U.S, Customs. 

This facility has been made available to Americans 
by U.S, adherence on Dec, 3, 1968, to five intcireiated 
international customs conventions. They are the Cus- 
toms conventions on: the IZCS Carnets for Commercial 
Samples, the ATA Carnet for the Temporary Admission 
of Goods; the Temporary Importation of Professional 
Equipment; the International Transport of Goods under 


Covei of TIR Camels, and, the Customs convention on 
Containers. These conventions, together with the eaiher 
International Convention to Facilitate the Importation 
of Commeicial Samples and Advertising Materials, estab- 
hsh temporary importation privileges for specified 
goods, and provide for the use of carnets to facilitate 
such importations. 

The ECS carnet convention makes available to 
Aineiican businessmen carnets guaranteeing payment of 
customs duties which would be due on commercial 
samples (including advertising films up to 16 mm.) 
tempoiaijJy imported into member countries. Each 
carnet is valid for a period not to exceed 1 yeai. The 
items tempoiaiily imported must be leexpoited within 
the period of validity of the cainet, and may not be 
leased or sold while in the teiritory of impoitation. 

What Is a Sample? 

Samples are defined in the convention as articles 
which aic imported solely for the purpose of being 
demonstiated in the territory of importation for the 
soliciting of orders for mercliandise to be supplied from 
abioad. This broad definition means that a sample might 
be an item small enough to fit inside a briefcase or an 
unaccompanied piece of heavy machinery or equipment. 
The convention expressly excludes from coverage ‘‘iden- 
tical articles brought in by the same individual, or sent 
to a single consignee, in such quantity that, taken as a 
whole, they no longer constitute samples under ordinary 
commercial usage.” Also excluded aie unmounted gems, 
as well as one-of-a-kind mounted gems or pieces of 
jewehy; handmade one-of-a-kind ai tides, such as car- 
pets, certain pieces of fmniture, paintings, and sculpture. 

The ATA carnet convention provides for recogni- 
tion of carnets for the importation of any goods, 
temporarily admitted free under other international 
temporary importation conventions to which a con- 
tracting goveinment is a party oi under temporal y 
admission piocediires of national laws and regulations. 
Because of its more comprehensive coverage, the use of 
the ATA carnet is superseding that of the ECS carnet. In 
fact, the American carnet-issuing organization, the U.S. 
Council of the International Chamber of Commerce 
issues only ATA carnets. Since some countries, however 
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aie a party to one convention and not the other, the 
United States has acceded to both to assuie that U.S. 
exporters have the broadest range ot tacihties available 
to them. 


What the letters mean 

The letter designations for the different types of 
carnet stand for 

ATA—the combined French and English words 
Admission Temporaire/Temporary Admission, 

ECS— the combined French and English words 
Echantillons Commerciaux/Commercial Samples, 

TIR—Transport International Rouiier (international 
road transport}. 


The customs convention on professional equipment 
permits Americans to take cinematographic equipment, 
equipment for the press, for radio and television 
broadcasting and oilier tools of trade (such as medical 
instruments and measuring and cahbrating equipment) 
into member countries for periods up to 6 months 
without payment of import duties. The AT A cainet is 
used as a guarantee for customs duties to which such 
temporarily- entered equipment might be liable if not 
reexported as specified. 

The TIR convention makes TIR carnets available to 
American exporters so that their shipments under the 
convention en route to an interior destination shall not 
be subjected to the payment or deposit of miport or 
export duties and taxes at customs offices en route. As a 
general rule, such sliipments would not be subject to 
Customs inspection until arrival at the final destination. 
The Equipment IntercJiange Association (ElA) has been 
designated by the U.S. Customs Service as the official 
U.S. TIR carnet issuing and guaranteeing association. 
Inquiries concerning the TIR carnet should be addiessed 
to the EIA, at 1616 P Street, N.W., Washington, D.C, 
20036. 

The customs convention on containers allows tem- 
porary duty free entry for up to 3 months of American 
containers now widely used tor shipments in inter- 
national trade This facility is applicable to reusable 
containers, either loaded or empty, having an internal 
volume of 1 cubic meter or more, such as lift-vans, 
movable tanks, or other similar structures, Tliis conven- 
tion relates only to the customs treatment of the 
containei, not its contents, and does not employ the 
carnet facility. 

Carnets for commercial samples and professional 
equipment can be used in countries which have signed 
the related conventions and designated local caniet- 
issiiing and guaranteeing associations. These countiies, 
which include most major U.S, trading partners except 
the Latin American states, are: Australia, Austria, 
Belgium/Luxembourg,, Buigaiia (for professional equip- 
ment only), Canada, (J^zeclioslovakia, Denmark, Finland, 
France (including Guadeloupe, Guyane, Martinique, 


Reunion), Germany (Fedeial Republic of), Hungaiy, 
Iceland, Ireland, Isiaei, Italy, Ivory Coast, Japan, Nether- 
lands, Norway, Poland, Portugal, Romania, Spain, Swe- 
den, Switzeiland, United Kingdom (including Gibraltei), 
ami Yugoslavia. 

The local cainet associations aie membcis of the 
International Buieau of Chambers of Commeice camel 
cliain, and have two piimaiy functions, to issue cainets 
to tfieii residents, and to guaiantee the payment ot 
duties to local customs authoiities should goods im- 
ported under cover of a toieign-issued carnet not be 
reexported. 

The U.S. Council of the International Chamber of 
Commerce, 1212 Avenue of the Americas, New Yoik, 
N Y. 10036, has been designated by the U.S. Bureau of 
Customs as the United States’ issuing and guai an teeing 
organization. 

Where To Apply 

American firms or theii designated lepiescntalives 
should apply for cainets to the U.S. Council at its New 
York address. U.S. Depaitment of Commerce Distiict 
Offices presently have descriptive liteiature and appli- 
cation foims available for distribution to those in- 
terested in securing a cainet. 

A fee is charged for the cainet to covei sei vices 
rendered by the U.S. Council. This fee Is based on the 
value of the goods covei ed and inns fiom a minimum of 
$60 to a maximum of $150. 

Completed applications, with fee, should be accom- 
panied by a bank lettei of cicdit (or a cash deposit, bank 
guarantee oi a similai secuiity) in favoi of the U.S. 
Council, to remain ui foice for 30 months fiom the date 
of issuance of the carnet. The amount of the guarantee 
will be 40% of the value of the goods covei ed by the 
cainet. This is required in ordei that the Council may 
have recourse should duties not be paid on goods 
expoited under a cainet and sold oveiseas. The secuiity 
is leleased when the used carnet is returned to the 
Council indicating that all foieign customs lequircments 
have been met. The Council is willing to considei 
flexible guaranteeing arrangements imdei which a single 
instrument would covei moie than one cainet. 

In all cases, it is up to the U.S. Council to determine 
whether a cainet will be issued foi a particulai item, 
since the types of goods which aie allowed cainel- 
coveied, tempoiary entry under national laws and 
regulations differ from country to countiy. Also it 
should be lemembeied that cainets in no way substitute 
for the usual U.S. export control piocedures required 
under the Expoit Administiation Act of 1969, 

The carnet system has woiked successfully in 
Europe for a numbei of yeais and moie than 100,000 
are issued annually worldwide. U.S. businessmen have 
found the cainet particularly useful when displaying 
their goods at overseas exhibits and sending tlieii 
technicians with tools of tiaclc to repair equipment 
installed abroad. 
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ENFORCEMENT OF FOREIGN ARBITRAL AWARDS UNDER 
THE U.N. CONVENTION 

ByOVtDfOM GIBERGA 

Foreign Business Practices Division 


Changes in the Fecleial Arbitration Act adapt it to 
the needs of international tiadeis, many of whom piefer 
to settle disputes by aibitration. Theii piactice is to 
insert an arbitration clause m tiade contiacts, using one 
of the standard clauses of the American Aibitration 
Association or similar oigamzations. 

Unless settled voluntaiily, tiade differences may 
have to be decided ultimately through court action. As a 
rule this means an expensive and time-consuming opera- 
tion, paiticulaily if litigation takes place in a foreign 
country. Inconveniences and hazards multiply. Language 
baiJieis, distance between the litigants, need to depend 
on foreign legal counsel, and lelative unfamiliarity with 
foreign laws, are some of the factois which contribute to 
the delay, expense, and uncertainty usually incident to 
foreign lawsuits. 

To avoid these inconveniences businessmen all ovei 


the world tend to resort whenever possible to voluntary 
commercial arbitration for the settlement of their 
disputes. Aibitration affords, in the usual case, a less 
expensive, private, and fastei procedure. It assuies the 
paities of a hearing and a decision by experts in the 
tiade involved. 

These experts, who are appointed by the parties or 
by an organization designated by the parties, impartially 
hear and examine the case and weigh and appraise the 
evidence. They limit their inquiry to the matters and 
issues agreed to m the arbitration agreement, and decide 
the dispute in accordance with universal mercantile 
standards and established business practices. This system 
is designed to provide the parties with a prompt, 
inexpensive, private and impartial settlement of their 
dispute under principles known and understood by the 
litigants. 


Explanation of 1970 Amendments to the U.S. Arbitration Act 

On July 31, 1970, the President signed legislation (Public Law 91*368) amending the basic Federal 
arbitration law, the United States Arbitration Act (9 U.S.C. 1 et seq.), so as to increase the enforceability of 
certain arbitration agreements and awards. The amendments are in the form of a new chapter (Chapter 2) to the 
Arbitration Act and pertain exclusively to agreements and awards made pursuant to the United Nations 
Convention on the Recognition and Enforcement of Foreign Arbitral Awards. The Convention, which the U.S. 
has acceded to and which entered into force for the U.S. on February 1, 1971, is an agreement between member 
countries (now numbering 45) that they will recognize and enforce commercial arbitration agreements and 
awards as required by the Convention. 

While the United States Arbitration Act prior to amendment by Public Law 91-368 was only applicable to 
narrowly defined types of arbitration agreements and awards, the Convention applies to virtually all commercial 
arbitrations involving nationals or companies of member countries. Consequently, the new chapter has 
considerably broadened the Act's coverage. The most important changes embodied in Chapter 2 are: 

1. Disputes arising out of an arbitration agreement subject to the Convention will now fall within the 
original jurisdiction of the Federal District Courts regardless of the amount m controversy, Such disputes brought 
before a Stale court may be removed to the appropriate Federal District Court, 

2. The Federal District Courts are authorized to direct that arbitration be held at the place provided for in 
the arbitration agreement even if that place is outside the United States, The Court may also appoint arbitrators 
In accordance with the provisions of the agreement. 

3. Arbitral awards made pursuant to the Convention may be presented to a Federal District Court for 
confirmation for up to three years following the date they were rendered. 

See Annex A, page 21 , for the text of the United States Arbitration Act. 
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However, obtaining recognition and enforcement in 
countries foreign to that of issuance of the arbitration 
award has often been a matter of uncertainty. This 
difficulty IS what the 1958 U.N Convention on Recogni- 
tion and Enforcement of Foreign Arbitral Awards is 
designed to overcome. In the absence of agreement by 
treaty, domestic legislation usually does not provide 
specifically for recognition and enlorcement of foreign 
arbitral awards. The winning party, to enforce a foreign 
award, had to initiate a judicial proceeding in such 
countries. 

The convention sets up uniform provisions under 
which the contracting states shall recognize and enforce 
under their rules of procedure, in their respective 
jurisdictions, arbitral awards that have been issued in 
other member countries 

The convention also specifies the grounds on winch 
recognition and enforcement may be refused The term 
arbitral awards refers to awards made by arbitrators 
deciding difterences between legally competent parties, 
and includes awards made by arbitrators appointed for 
individual cases and those made by permanent arbitral 
bodies to which tlie parties have submitted, such as the 
arbitral tribunal of a chamber of commerce 

Under the convention each contracting state has 
agreed to recognize agreements in writing whereby the 
parties undertake to submit to arbitration differences 
that have arisen or which may arise between them in 
respect of a defined legal relationship, whether contrac- 
tual or not, concerning a subject matter capable of 
settlement by arbitration. The term “in writing” in- 
cludes an arbitral clause in a contract or an arbitration 
agreement, signed by the parties or contained m an 
exchange of letters or telegrams. 

Accordingly, a court of a contracting state will 
refrain from taking jurisdiction of a matter which the 
parties have agreed to submit to arbitration. As a rule 
under the convention each contracting state shall recog- 
nize as binding and enforce the above mentioned arbitral 
awards in its jurisdiction, once the petitioner has 
complied with several formal requirements. However, 
recognition and enforcement are not automatically 
extended to all agreements and foreign arbitral awards. 
There are circumstances under wluch member states may 
deny recognition and enforcement of agreements or 
awards. 

Under the convention each contracting state may 
limit its application of the convention. Some countries 
enforce awards only in matters considered commercial 
under their laws; these countries are separately identified 
ill the accompanying list of ratifying states. 

Other grounds on which recognition and enforce- 
ment may be refused are: incapacity of the parties or 
invalidity of the arbitration agreement under the Jaw 
governing them, the party against whom the award is 
invoked was not given proper notice of the appointment 
of the arbitrator or of the arbitration proceedings or was 
unable to present lus case; the award falls outside the 
terms of the agreement to submit to arbitration, or the 
award has not yet become bmding on the parties or has 
been set aside. The contracting states may also deny 
recognition and enforcement when the subject matter of 


the award is not arbitrable undei its laws, oi recognition 
or enforcement of the award would be against public 
policy. 

In 1 elation to othei international tieaties and 
conventions enteied by contracting states, the 1958 
United Natioms Convention provides that the Geneva 
Protocol on Arbitration Clauses of 1923, and the Geneva 
Convention for the Execution of Foieign Arbitral 
Awards of 1927, shall cease to have effect between the 
member states. The United States does not belong to the 
above mentioned Geneva Conventions but has Fiiend- 
ship, Commerce, and Navigation Tieaties, that include 
arbitration piovisioms, with the following countries* 
Japan, Koiea, Republic of China, lian, Israel, Haiti, 
Colombia, Ireland, Gieece, Portugal, Federal Republic of 
Germany, Denmark and the Nelhoiland.s. 

The convention was not intended to, and conse- 
quently does not piovide a text of substantive and 
procedure rules of arbitration to be applied by the 
contracting states when deciding domestic arbitration 
cases. In fact, each state decides arbitration under its 
own law.s. Rather, the convention’s aim is to provide 
rules to govern the recognition and enforcement of 
foreign arbitral awards and agi cements. 

The convention applies only to voiuntaiy arbitra- 
tion, as distinguished from compulsory arbitiation. 
Under voluntary arbitration the paities, of their own 
free will agree to submit their contioveisies over a 
commercial transaction, to the judgment of an impartial 
third party or arbitrator. In this type of aibitration the 
paities are free to a great degiee to stipulate matters and 
issues to be settled, piocedines and lules to be followed, 
and the choice of law to be applied. 

The 1958 Convention enjoys a number of advan- 
tages over its predecessors. A piincipal benefit is the 
reduced and simplified requirements foi lecognition and 
enforcement of awards. The convention clearly stipu- 
lates the affiimatiye actions that must bo taken by a 
party seeking enforcement of a foreign arbilial awaid. 
The required actions arc reduced to a ininiinum. In 
effect, by requiring only the establishment of a prima 
facie case, the burden of establishing a satisfactory 
defense is placed on the party against whom recognition 
and enforcement is invoked, Also, tlie convention 
provides for improved freedom of the parties in choosing 
the arbitral authority as well as the aibitration proce- 
dure. 

The United Nations Convention on the Recognition 
and Enforcement of Foreign Arbitral Awards was 
ratified by 45 countries as of Septembci 1974, 

The following countries ratified without conditions: 
Austria, Cambodia, Ceylon, Dahomey, Egypt, Finland, 
Ghana, Greece, Israel, Italy, Mexico, Niger, Sweden, 
Syrian Arab Republic, United Republic of Tanzania, 
riiailand, and Yugoslavia, 

The following ratified with a declaiation of reci- 
procity: Australia, Botswana, Byelorussian S.S.R., Bul- 
garia Central African Republic, Cuba, Czechoslovakia, 
Ecuador, Denmark, Federal Republic of Gei many, Ger- 
man Democratic Republic, France, Hungary, India, 
Japan, Madagascar, Morocco, Netherlands, Nigeiia, Nor- 
way, Philippines, Poland, Romania, Switzerland, Trini- 
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dad and Tobago, Tunisia, Ukrainian S.S.R , Union of 
Soviet Socialist Republics, United States of Aineiica, 
and Upper Volta. 

The following latified it with a declaration limiting 
paiticipation to arbitiation of disputes arising out of 
legal relationships on commeicial matters. Botswana, 
Cential African Republic, Ecuador, Fiance, Hungaiy, 
India, Republic oi Korea, Madagascar, Nigeria, Philip- 
pines, Poland, Romania, Trinidad and Tobago, Tunisia, 
and the United States of Ameiica. 

Norway latified with the following reservation: “We 
will not apply the convention to diffeiences where the 
subject matter of the proceedings is immovable property 
situated in Norway, oi a light in or to such pioperty,” 

The Office of International Finance and Investment 
has prepared summaries of the commeicial arbitration 
laws of 21 countries. These summaries cover the 
highlights and indicate tlie salient features of the 
aibitration picture in each country. They are believed to 
reflect the situation at the time of writing. However, it 
should be borne in mind that commercial laws are 
constantly changing and that countries fiom time to 
time enact new laws to conform to local needs. 

These summaries do not include all 45 contracting 
states, noi the states which have not yet joined the U.N, 
Convention, such as the United Kingdom, Canada, 
Belgium, and others. However, some ot the excluded 
countries have highly developed arbitration laws and 
excellent institutional facilities for arbitration. 

Aiistria-Aibitiation is governed by the Code of 
Civil Proccduic, 1895, as amended. Arbitration agree- 
ments must be in writing. With few exceptions arbitra- 
tion may be agreed to foi settlement of any type of 
dispute, Paities usually appoint one arbitrator each and 
tliey appoint a third. If parties cannot agree, arbitratois 
may be coiiit-appointed, 

A waul must be in wilting and delivered to parlies, 
Arbitratois decide within the framework of the agree- 
ment in accordance with theii own free judgment, 
Awaids aie enforceable by the couits. They are usually 
subject to court challenge only if the arbitration 
agreement expiessly piovides foi appeal. The award may 
be set aside on vaiious giounds stipulated in the Code, 
Arbitial awards arc not usually made public. 

Aibitial tiibunals foi deciding commercial disputes 
arc operated by the Chambeis of Commerce in the nine 
Landers of the Austrian Federation, the Produce Ex- 
change, the Commercial Exchange and the Stock Ex- 
change. 

Ceylon- Aibitiation is governed by the Code of 
Civil Piocediiie (Cap 86, Sections 676-698), the Arbitra- 
tion Oidinance (Cap 83), Legislative Enactments of 
Ceylon, and Oidinace for the Enforcement of Judgments, 
No. 41 of 1921 , siippoiting the Aibitration Rules of the 
Ceylon Chambei of Commeice, Written agreements to 
arbitrate existing oi future disputes are recognized as 
vaiid. Parties may appoint aibitiators and mutually agree 
on the piocedmal lules which would govern the arbitia- 
tion piocecdings. Arbitrator's fees and costs of proce- 
duie paid by losing party. Awaids must be in writing and 
the -parties notified. Voluntary arbitration awards aie 


final and binding on the parties and persons claiming 
under them. The arbitrators or any of the parties may 
apply to the competent couit for filing and confirmation 
of the award. Losing party may apply to the court for 
the setting aside or annulment of the award, 

Czeclioslovakia-Arbitration proceedings in inter- 
national commercial relations governed by Statute No. 
98/1963. Other statutes and the Code of Civil Piocedure 
regulate domestic arbitration niatteis. The arbitration 
agreement must be in writing, but not in any particular 
form, and may concern a dispute which already exi.sts oi 
refei to futuie disputes arising from the contractual 
relationship. If a valid agreement exists courts will not 
adjudicate matters submitted to aibitration. Awards 
must be in writing. They acquire the status of judgments 
when served on the other paity and an order of 
execution may be obtained on application to the court. 

The Court of Aibitration of the Czechoslovakian 
Chambei of Commerce decides all commercial arbitia- 
tion controversies. This court works in cooperation with 
the Chamber of Commerce in Prague. Apart from this 
Court there is no other arbitral tribunal. 

Ecuador- International commercial arbitration is 
governed by Decree 735 of Oct. 28, 1963, entitled 
“Commercial Arbitiation Law,” This law expressly 
recognizes the validity of agreements to submit existing 
or future commercial disputes to aibitration. Arbitrators 
aie chosen and appointed by parties from rosters 
prepared by the Boaid of Directors of the Chamber of 
Commerce. If the paities fail to appoint arbitrators they 
may be nominated by the court which will be in charge 
of execution of the award. The award must be in writing 
and IS enforceable from time of notification. Unless 
differently agreed, the parties pay their share of the 
arbitiation procedure. No appeal may be filed against an 
arbitral award. However, explanations, elaboration, or 
correction of awards may be petitioned prior to tlie 
award becoming final (3 days). 

Finland -Aibitration governed by Code of Arbitral 
Procedure, February 4, 1928, Execution of arbitral 
awards governed by Debtor’s Act of 1895, as amended, 
Law No. 262 of Jan, 5, 1962 applies to enforcement of 
foieign arbitral awards. 

Arbitration agreement must be in wiiting. Agree- 
ments concerning current disputes and future aibitration 
clauses recognized. Parties are fiee to stipulate agree- 
ment, proceduie, governing law, arbitral court, and 
appointment of aibitiatois. If a valid agreement to 
aibitrate exists, courts will not adjudicate issues sub- 
mitted to aibitiation. 

Awards must be in writing, served on parlies, and 
filed m court. Arbitrators are fiee to decide case based 
on justice and fairness with observance of public policy. 
Reasons for the award are usually stated. If enforcement 
of award is sought and it is upheld, execution is similar 
to that of a judgment. The losing party may be ordered 
to pay the costs of obtaining the ordei of execution. 
Foreign awards can be executed in Finland if they 
confoim to the statutory requiicments of Finland; the 
party opposing execution is entitled to an opportunity 
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to present views. Commercial disputes are arbitrated by 
the Arbitration Board of the Central Chamber of 
Commerce, Helsinki, in addition to ad hoc tribunals 

France— Arbitration procedure is governed by the 
Code of Civil Procedure, as amended by Decree of Dec 
22, 1958, and by the Commercial Code. Both arbitral 
clauses and submissions are recognized, and have the 
effect of depriving the courts ol jurisdiction and 
requiring the parties to proceed to arbitration. Arbitra- 
tion IS excluded from legal situations reserved to the 
courts, and in the field of commercial law questions ot 
bankruptcy, questions concerning the ownership and 
validity of patents and trademarks, among others, aie 
not subject to arbitration. The law does not presciibe 
any set foiin for arbitral clauses or submissions but it 
stipulates that they must be in writing. 

No specific number of arbitrators is requued by law, 
and parties usually leave their choice to the institution 
conducting the arbitration. Arbitrators are entitled to a 
fee usually payable before the proceeding begins. Arbi- 
trators must apply rule of law, unless agreement ap- 
points them as “amiables compositeurs”, in which case 
they may consider only public policy and equity 

Award must be m writing and state the reasons on 
which based. It must be filed m court for confiimation 
for enforcement purposes. The court reviews the deci- 
sion to ascertain that the arbitrator has decided within 
the limits set forth by the contract ot arbitration. Once 
enforcement is ordered, the award opeiates in every 
respect as a judgment. 

International commercial matters may bearbitiated 
through the Court of Arbitration of the Internationa! 
Chamber of Commerce, 38 Cours Albert ler, Pans. There 
are also several regional arbitration institutions and 
commodity exch<inges which provide arbitral facilities 
for their members, e.g., coflee, cocoa, leather, cotton, 
shipping. 

Germany, Federal Republic-Arbitration is governed 
by the Code of Civil Procedure. Agreements are usually 
expressed in writing but verbal agieeinenls are some- 
times recognized and in some blanches of commerce it is 
the custom and practice to refei all disputes to aibitra- 
tion unless otherwise stipulated. Arbitral clauses and 
submissions have the same binding force and legal 
consequences. The arbitration agreement has the effect 
of excluding jurisdiction of the law courts and imposing 
the obligation to participate in arbitration proceedings. 
Arbitrators have a large degree of independence and are 
not bound by rules of proceduie noi ordinal ily by rules 
of law. Awards must be filed with the competent court 
together with evidence of service on the other party to 
be enlorceable. Courts will not inquire into the merits of 
contested awards but a judicial review is available and 
awards may be set aside for cause. 

Enforcement of a foreign award takes place in a 
manner identical to awards made in Germany unless 
grounds exist which make it incapable of being enfoiced 
m Germany, e.g. contrary to public policy, lack of 
uoper hearing, etc. Awards are in wilting and notified 
0 the parties but are not usually published. Arbitration 
s widely practiced and there are aibilratioii tribunals in 


all Chanibeis ot Commerce which settle all kinds of 
commercial disputes. Dispute.s in international ti ade arc 
also decided by inbiinals in the various tiades (cotton, 
wool, coffee, etc.) upon submission of loieign party to 
German arbitiation. 

Greece-Code of Civil Pioceduie sets basic lules 
goveining aibitialion. Otliei laws have been enacted 
Cl eating permanent aibitration institutions, sucli as the 
vaiious chambeis of coinineice. Those laws specify lules 
of procedure, the types of disputes which may be 
handled, method of appointing arbitiatois, etc. An 
arbitiation agreement is not valid unless aibitiatois have 
been appointed and aie named in the agi cement. In 
arbitrations conducted by cliambcis of commerce oi 
similai institutions, they appoint the aibitiatois. An 
agreement to refer a tutuie dispute to aibitiation is not 
binding. In disputes subject to commeicial law, the 
claimant may insist on aibitration. Ilowevei, in piaclice 
most commercial litigation takes place in couit and 
aibitration, both voluntary and compulsory, is geneially 
avoided. 

Himgary-Although llungaiian law iccognizes agi ce- 
ments between state enlci puses and foieign companies 
01 persons which provide foi ad hoc aibitration, in 
practice such pioceedings aie usually conducted undci 
the rules of the Aibitialion Couil of the llungaiian 
Chamber of Commcice, Budapest The rules pcriml each 
paity to choose one aibitratoi (who may be a foreigiiei) 
and a thud arbitiatoi is selected liom a list of legal and 
econoimc expeits maintained by the Chamber Parties 
may have a lepiesentative at tlie healings and he may be 
a foieignei. The award must be in wilting, no special 
form required. Losing paily pays the costs, based on 
amount in dispute. Decisions of the Aibiliation Coiiit 
enfoiceablc by the Ccntial Distiicl Couit. 

India -The Aibiliation Act (Law X ol 1940) em- 
powers trade oiganiza lions to adopt aibitiation iiiles, set 
up tribunals, conduct pioceedings and make awaids 11 
applies equally to arbitral clauses and submissions of 
existing contiovcisies. Agreements must be in writing. 
Although court action may be stayed where the paities 
have agreed to aibitiale, wide discretion is given to the 
couits in this regaul. The court may appoint aibiLiatohs 
where the paities have been unable or unwilling to do so, 
The award must be in writing. The aibilralois oi any of 
the parties may apply to the competent couit for filing 
and confirmation of the awaid. The losing party may 
apply to the court for the setting aside oi annulment of 
the award. 

Several tiade orgaiii/ations througlunU India pro- 
vide facilities foi aibitiating commeicial disputes. Some 
of these organizations have concluded agieeinenls with 
the American Aibitiation Association, e,g., tlie Federa- 
tion of Indian Chambers of Commeice and Industiy in 
India, the Madras Chamber ol Commerce and the Bengal 
Chamber of Commerce, in Calcutta. 

Israel— Aibitration is governed by Aibitiation Ordi- 
nance which is patterned on English law, Agreement 
must be m writing. Both submissions of existing disputes 
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<nn-J ij c:JiiUscs in contiacts aie binding, PaiLies aie 

ti -t.' teinis of Lhcir agt cements, including 

i 11 1 aihiLiatois and llic arbitial body. 

tMifV^rcjctl 111 same mannei as couU judgments oi 

c 'c^iiinicicial aibitiation mainly governed by 
<-1 Piocediue Geneiaily any dispute 

act t niay be submitted to aibitiation. 

WiiLt<-**' itt^ieeinents iccognized, no substantial 

i ii t Jo It l^olwcen agieements coveiing existing dis- 
piito^ Ltio.sti covenng fuluie disputes. A valid 

acTrret-* ^ liiis the oftecl of excluding couit coiisideia- 

Uoii 1 ^^^^^niitted to ai hitialion. Paities aie liee 

in sti P ^'^*‘* ^*-* tornis ol theii agieement, including appoint- 
niciit :u“l^ it raloi s, piocediue and aibilral body. Right 

to a a ikI piesentation ol case pie.seived by law. 

Ai i-ji t >H)t bountl by piocedunil or substantive 

rules Ijiw, but must obscive public policy. No 

ciistiP^*^ l>et\veen de facto (ainiables compositeurs) or 

lie j t* I'*-' tOJS. 

/\ vvnrtts must be in writing, be within the tcims of 
the All'll i* I’ut i<> ii agreement and state the leasons under- 
lymi^ tile cleeisioi'i. I^'ailuie to observe these and other 
lecj II i tbo Code aic giounds loi cancelling the 

awar-L^* ^ uopy of the awaid must be seived on the 
pin t iinil tiriginal deposited in court. Awaul has same 

ofteot Jurl^iiicnt, No cliaigc for depositing award. 

ai eii L leiiuires issuance by coiut of execution 
ji^nl^T iiio nl, fSFtinnnl costs aie chaiged. Poieign awaids 
enloi'crocl l^y tjuler of the couit in same maaiiei as 
Uo II 1 s* J 

Mc^sl Lni poll ant aibitiation institutes aie: Japan 
C\> II lilies J eiiil A. i InLi ulioii Association, Tokyo Cham bei ol 
Co II I III *-' 1 ee iiiiil Industiy Bldg. 13, 3-chomc. Maiu- 
noLicli i, C ' Jiiy ocl a-k u, 'lokyu; Nippon Shipping Exchange, 
Osiikii C Aibitration Boaid , Rubber Tiade Associa- 

tin n t J r J n pa n ^ 

'J'Jio Japan ('ojnmeicial Aibitiation Association was 
foiiiiocl in 1*J50 under the auspices of the Japan 
C:iui III l>o I" oi' C VMiinieice and Industiy, a national fedeia- 
Lu>ii <^^V iiioi'o i lian 400 local chambeisot tiade gioups. It 
lias ii woikiiii» agieoment with the Amci lean Aibitration 
Assoeia Lion a iid wilh aibitial institutions of many othci 
conn ‘I’lio Rules oi the Association pi ovule that 

arb it I'll tors arcs to bo appointed eithci from its panel oi 
direotly hy tlie purties. The Rules provide citliei foi an 
oial lieaiitu?i, iiL vvliich paitics may be lepiescntccl by 
ccninsoi, oi Toi submission of written statements and 
evKl 1*1100 witliout healing. Awards are leiideied m 
writ I \vi( ]i i II 30 clays aftei the close of the heaiing oi 

sub II) i sistioii t>r wiitten pioofs. Fees aie based on the 
ainoiint nl' tlic cluim, on a sliding scale. When the 
aiiio ii lit is I 0,000 or less, the fee is iVi% foi each paily, 

INi e t li erla lids A i bitration is governed by the Code of 
Chvii l*r« jcocl n rti. Fniciicaily any dispute which can be 
taken it> c«>Lirt can be submitted to aibitiation. The 
agreniiioiiL niiiy iclaie to an existing dispute oi piovidc 
for ii rlif it lal it j n of fiituie disputes, Paitics may fiecly 
stipn J ji icy procedure, applicable lulcs, aibitral body 

aJiU^ Lln^^ ai'li i t rators. Usually each party selects an 
aibitriitcii ii iicl Lho«e appoint a thud. Under certain 


conditions the couit, oi the aibitiaJ body, may appoint 
aibitiatois. An aibiti.il agreement precludes access to llie 
courts. II authorized, aibiLratois decide accoidmg to 
equity and lairness (ex aecpio el bono), otbeiwise must 
apply the law, Aibitiators must make an award in 6 
months in writing and slate the leasonson wliicli based 
J’lie awaid must be tiled williin 8 days with the couit ol 
the distncL, Leave to enloice is almost always giantcd. 
Awaids aie not appealable unless the paities pi o vide 
therefoi in then agieemcni. 

Aibitiation is fjcqucntly lesoited to and many 
sectors of tiade have their own institutes ol aibitiation. 
In Intel national contiacts aibitiation by the Inter- 
national Chamber ol C’ommeiee is oiten specified, 'fhe 
Nethei lands Aibitiation Institute has a woiking agree- 
ineiit with the Aineiican Aibitiation Association, 

Noiwny- Aibitiation is governed by Civil Piocediue 
Act, Law No, 6 of 1915. The aibitiation agieeineiU must 
be in wilting and may i elate to an existing dispute, oi 
provide foi lutiue aibitiation Paities fieely stipulate 
tcims of the agieeinent and choose aibitial body, rules 
of piocediue, and appoint aibitratois. Usually each 
paity selects one uibiliatoi and they select a tluul 
Undei ceitain conditions a couit oi arbitial body may 
appoint aibitiatois. Piocediue must obseive due process 
including heaiing and piesciUatioii ot case. If aiilhoiizcd 
in agi cement aibitiatois decide accoidmg to equity and 
tail ness, othci wise must apply the law. The awaid must 
be in wilting and stale reasons on which based unless 
paities waive this icquirement. A copy of the awaid is 
liled in couit luiloicement (cxequatoi) oi the awaid is 
by couit Older, Awaids aie not appealable. Ilowevei, 
should grounds foi invalidity exist, lecoiiise may be 
made to the couits to annul oi set aside the awaid, 

('ommeicial aibitiation cases aic heaid by several 
peiinaiicnl aibitialion tiibunals at O.slo, Beigcn, and 
Trondheim. Trade associations liavc special tiibunals to 
le.solve disputes involving then meiiibeis. 

Philippines "Aibitiation is governed by Republic 
Act No. 876 of 1953. Aibitiation agieements nnisl be in 
wilting and may lelate to an existing dispute, oi piovide 
loi arbitiation of tuUiie disputes, Couits will oidci 
paities to pjoceed with aibitiation and will stay legal 
action until completion of the arbitiation proceedings, 
Paities aie free to choose the foim of the agieemeiU, 
arbitial body, lulcs of piocetluie, applicable law and the 
aibitiatois. The law gives aibitiatois powci to compel 
attendance as witnesses, and sets tlicii fee at 50 pesos a 
day unless otheiwise provided. The awaid nuisl be in 
writing, served on pailie.s, and filed with coiul foi 
confiimation. Appeal may be filed against the awaid, 
whicli may be vacated oi modified on ceitain giouiuls 
stated in tiie law. C’osls and fees paid by losing party, 
Aibitiation cases aie decided by ad hoc tiibunals and 
chambcis of comnieice. 

Poland™ Aibitiation is governed by the Code ot Civil 
Pioeeduie (Official Ga/ette Polish People’s Republic, 
1950, No. 43, item 394). Aibitiation lules are manda- 
tory. Aibitiation agieements must be in willing and may 
1 elate to a current dispute oi pi o vide foi aibitration of 
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future disputes A court will not adjudicate issues 
submitted to arbitration it its jurisdiction is challenged 
before the hearing begins Arbitratojs’ fees may be fixed 
in the agreement. Awards must be in writing, state 
reasons for the decision, and delivered to the parties. An 
award is unenforceable without an enforcement order, 
which will be granted on request ol the successful party 
Awards are not appealable and become binding on 
issuance. However, parties may ask that an award be set 
aside because he had no opportunity to state his case, 
the award is ‘"contrary to public policy or the principles 
of the People’s Slate,” or other grounds recognised by 
the Code. 

The two regular arbitration tribunals are the Court 
of Arbitration of the Polish Chamber of Foreign Trade 
in Warsaw and the Court of Arbitration of the Gydnia 
Cotton Association. 

Romaiiia-According to its rules, the Arbitration 
Commission of the Romanian People’s Republic is 
competent to settle disputes whenever parlies have 
chosen it. The rules of the Commission require the 
arbitration agreement to be in writing; both current 
disputes or future disputes may be covered Courts 
normally will not adjudicate matters submitted to 
arbitration. Arbitrators are appointed by parties from 
the Arbitration Commission’s roster; eacii party selects 
one* and these, or the Commission, selects the third. 

The procedures of the Chamber of Commerce 
provide for presentation of case and hearing. Awards 
must be in writing, stating reasons lor decision. They arc 
not published. According to the rules, awards of the 
Arbitration Commission are final and enforceable. A fee 
of 1% of the value of the claim is deposited with the 
Chamber of Commerce when the claim is presented and 
the arbitrators are remunerated by the Chamber out of 
these funds. The Romanian state enterprise for foreign 
trade normally stipulates in its contracts that ‘disputes 
shall be settled by arbitration of the chamber of 
commerce of the country against whom the claim has 
been raised.” 

Switzerland— Arbitration governed by the Laws of 
Procedure of the 25 Cantons. These statutes are favor- 
able to arbitration. In general the same legal principles 
govern submissions of existing disputes and arbitial 
clauses. Practically any dispute of a commercial nature 
can be brought to arbitration. A high degree of party 
autonomy is permitted and they may select the arbitra- 
tors, and designate applicable procedures, Howevei, 
parties must have an oppoituiiity to be heaid, equal 
treatment must be afforded and due process observed. 
The award must be m writing and state reasons for the 
decision unless otherwise agreed by the parties The 
arbitrators must apply the rule of law unless authorized 
to decide m accordance with equity and justice. 

Some cantons require the award to be filed for 
enforcement with a court which then issues enforcement 
order. Whether an appeal may be filed against the award 
depends on canton law which vanes greatly in this 
respect. However, annulment is possible under certain 
conditions. There is no Swiss national arbitration institu- 


tion, but many trade associations and local chambers of 
commerce have permanent arbitration tribunals. 

Syria -With few exceptions aibilratioii may be 
agieed to foi settlement of any kind of dispute. 
Arbitrators are appointed by agieement, if the parties 
cannot agiee the aibiliatois aie court appointed. Awaids 
may be appealed except foi jurisdictional reasons. 
Enforcement of awards is by means ot court judgment. 

Thailand -Arbitral ion in general is governed by the 
Code of Civil Procedure. Commercial arbitiation is 
regulated by the Commeicial Arbitration Rules of July 
1, 1968 issued by the Thai Commeicial A i bit ration 
Committee. The Rules weie formulated by repiesenta- 
lives of various chambeis of commerce in Bangkok, the 
Department of Foreign Trade of the Ministry of Eco- 
nomic Affairs, and the Boaid of Export Promotion. 

These chambers and agencies of Government ap- 
point the 15 members of the Committee, whose chaii- 
man is the President of the Board of Tiadc. Aibilration 
agieenients must be in writing, and can apply only to an 
existing dispute. Parties submit them petition foi arbitra- 
tion to the Registiar of the Office of the Aibitiation 
Tribunal. The Registrar maintains a panel from whicli 
the parties may choose arbitiatois. Wiien the patties 
have submitted their dispute to arbitration couit action 
IS precluded. The award must be in wilting and notified 
to the parties. No need to registei for cn foi cement. 
Costs are payable as oidered by the Aibiliation Tiibu- 
nal. Awards issued by the Tiibiinal lue final and 
unappealable. 

USSR-Foreign Tiade Arbitiation is governed by 
Decree of the Central Executive Conimitlec and the 
Council of People’s Commissars of USSR of June 17, 
1932 (Collection of Laws 1932, No. 48), ci eating an 
Arbitral Tribunal operating undei the Foieign Trade 
Arbitration Commission, a non-Stalc public body at the 
USSR Chamber of Commerce. Any dispute arising fiom 
a foreign tiade contract may be submit led to the 
Foreign Trade Arbitration Commission 

The arbitiation agreement must be m writing and 
relate to an already existing dispute (submission). 
Certain minimal formalities aie lequired conceining 
notarization of signatures, identification of paities, 
issues and claim. The courts will not adjudicate issues 
submitted to arbitration. Each party may appoint an 
arbitrator, or agree on appointing one from the Com- 
mission’s roster. Parties may leave the appointment of 
arbitrators to discretion of the Piesident of the Com- 
mission. The arbitration tiibunal is not bound by formal 
rules of procedure, but must, nevertlieless, obseive due 
process including summoning parties, presentation of 
case, and healing. The aibitrators decide on the basis of 
the agreement, considering applicable law and custom. 
The award must be in writing, stating reasons foi the 
decision. All papers filed with People’s District Couit. 
Copies are supplied to paities. Enforcement issued by 
Couit on petition. Awaids issued by the Foreign Trade 
Arbitration Commission are final and unappealable. 
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ANNEX A 

TITLE 9 U.S. CODE 

ARBITRATION 

CHAPTER 1 

GENERAL PROVISIONS 

Section 1. ''MantimQ transactions'' 
and "commerce" defined; 
exceptions to operation of title 

''Mill it i me transiictions", as licjein dcfinctl, means 
chin ter parties, bills of lading ot water ciiriicrs, agree- 
incjils lelaling to whailiige, supplies tuinished vessels oi 
lepairs to vessels, collisions, oi any othei niatteis in 
foieigii comineice which, if the subject of contioveisy, 
woxilcl be enibiacecl within udinirally jurisdiction, “com- 
mcice”, as heieiii defined, means comineice among the 
scveial Stales or with loreigii nations, or in any Territory 
of the United Stales or In the District of Columbia, oi 
between any such Teiiitoiy and anothei, or between any 
such Teinloiy and any State oi foieign nation, oi 
between the District of Columbia and any Stale oi 
Tciiilory or foieign nation, but nothing herein con- 
tained shall apply to contracts of employment ot 
seamen, railioad employees, or any other class of 
workeis engaged in foieign oi intei state commerce. 


Section 2, Validity, irrevocability, 
and enforcement of agreements 
to arbitrate 

A wiitlen piovision in any maiitune tiansaetion oi a 
contract evidencing a tiansaetion involving coinnierce to 
settle by arhitnition a contioversy thereaftei aiisingoiU 
of such contract or transaction, or the lefusal to perforin 
the whole ui any part thereof, oi an agi cement in 
wiiLing to submit to arbitiation an existing contioveisy 
arising out of such a contract, tiansaetion, or icfiisal, 
shall be valid, ii revocable, and enfoiccable, save upon 
such grounds as exist at law or in equity foi the 
revocation of any contract. 


Section 3, Stay of proceedings 
where issue therein referable to 
arbitration 

If any suit or proceeding be brought in any of the 
coiuts of the United Slates upon any issue referabte to 
aibiliatioii under an agreement in wilting foi such 
arbitration, the court in which such suit is pending, upon 
being satisfied that the issxic involved in such suit oi 
proceeding is lefciable to arbitration undei such an 
agreement, shall on application of one of the parties stay 
the tiiai of the action until such arbitration has been liad 
in accoidauce with the Icims of Uie agreement, pro- 
viding the applicant for the stay is not in default in 
proceeding with such arbitration. 


Section 4. Failure to arbitrate 
under agreement; petition to 
United States court having 
jurisdiction for order to compel 
arbitration; notice and service 
thereof; hearing and determination 

A paiLy aggiieved by the alleged taihire, neglect, oi 
lefusal of another to aibitrate under a written agreeiiient 
for ai bit ration may petition any United States district 
court which, save for sucli agreement, would have 
jiuisdiction undei Title 28, in a civil action or in 
admiralty ot the subject matter of a suit aiisitig out of 
the contioversy between the parties, for an order 
dll eel mg that such aibitndion proceed in the niannei 
provided for in such agreement. Five days’ notice in 
writing of such application shall be served upon the 
paity in default. Seivicc thereof shall be made in the 
niannei piovided by the Federal Rules of Civil Pro- 
cedure. The coiut shall hear the parties, and upon being 
satisfied that the making of the agreement for arbitra- 
tion or the failure to comply therewith is not in issue, 
the court shall make an order directing the parlies to 
proceed to arbitration in accordance with the teims of 
the agreement. The hearing and proceedings, under such 
agreement, shall be within the district m which the 
petition for an order directing such arbitration is filed. If 
the making of the arbitiation agieetneni or the failure, 
neglect, oi refusal Co perform the same be in issxie, the 
couil siiall proceed summaiily to the trial thereof. If no 
juiy trial be demanded by the party alleged to be in 
defaull, oi if the mutter in dispute is within admiralty 
jLiiisdiclion, the coin I shall hear and dcteimine such 
Issue. Where such an issue is raised, the parly alicgerl to 
be in delault, may, except in cases of admiralty, on or 
before the icturn day of the notice of application, 
demand a jiiiy tiial of such issue, and upon such demand 
the court shall make an order referiing the issue or issues 
to a jury in the manner piovided by the Federal Rules of 
Civil Proceduie, oi may specially call a jury for that 
puipose. If the jury find that no agreement in writing for 
arbitration was made or that there is no default in 
proceeding theieunder, the proceeding shall be dis- 
missed. If the juiy find that an agicement for arbitration 
was made in wiiting and that there is a default in 
proceeding tlicicundci, the court shall make an order 
summarily directing the parties to proceed with the 
arbitiation in accordance with the terms thereof. 


Section 5. Appointment of 
arbitrators or umpire 

If ill the agreement provision be made for a method 
of naming oi appointing an arbitrator oi arbitrators or 
an umpire, such method shall be followed; but if no 
method be provided therein, or if a metiiod be provided 
and any paity thereto shall fail to avail himself of such 
method or if for any othei reason there shall be a lapse 
ill the naming of an arbitrator or aibitrators or umpire, 
or in filling a vacancy, then upon the application of 
either party to the contioversy the court shall designate 
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anti appoint an arbitrator or arbitrators or lunpire, as the 
case may require, who shall act under the said agreement 
with the same torcc and etfect as if he or they had been 
specifically named therein, and unless otherwise pro- 
vided ill the agreement the arbitration shall be by a 
single arbitrator. 

Section 6. Application heard as 
motion 

Any application to the court hercundei shall be 
made and heard in the manner provided by law for the 
making and hearing of motions, except as otherwise 
herein expressly provided. 

Section 7. Witnesses before 
arbitrators; fees; compelling 
attendance 

The arbitrators selected either as prescribed in this 
title or otherwise^ or a majority of them, may summon 
in writing any person to attend before them or any of 
them as a witness and in a proper case to bring with him 
or them any book, record, document, or paper which 
may be deemed material as evidence in the case. The fees 
for such attendance shall be the same as the fees of 
witnesses before masters of the United States courts. 
Said summons shall issue m the name ol the arbitraloi or 
arbitrators, or a majority of them, and shall be signed by 
the arbitrators, or a majority of them, and shall be 
directed to the said person and shall be served in the 
same manner as subpoenas to appear and testify before 
the court; if any person or persons so summoned to 
testify shall refuse or neglect to obey said summons, 
upon petition the United States district coiut for the 
district in which such arbitrators, ora majority of them, 
are sitting may compel the attendance of such person oi 
persons before said arbitrator or arbitrators, or punish 
said person or persons for contempt in the same manner 
piovided by law for securing the attendance of witnesses 
or their punishment for neglect or refusal to attend in 
the courts of the United States. 

Section 8. Proceedings begun by 

libel in admiralty and seizure of 
vessel or property 

If the basis of jurisdiction be a cause of action 
otherwise justiciable in admiialty, then, notwithstanding 
anything herein to the contrary, the paity claiming to be 
aggrieved may begin his proceeding hereunder by libel 
and seizure of the vessel or other property of the other 
party according to the usual course of admiialty 
proceedings, and the court shall then have jurisdiction to 
direct the parties to proceed with the arbitration and 
shall retain jurisdiction to enter its decree upon the 
award. 

Section 9. Award of arbitrators; 
confirmation; jurisdiction; 
procedure 

U" the parties in tlieir agreement have agreed that a 
idgment of the court shall be entered upon the award 


made puisuant to the aibitration, and shall speed y the 
court, then at any tune within one yeai aftei the award 
IS made any party to the arbitiation may apply to the 
court so specified for an ordei con fuming the awaid, 
and thereupon the court must giant such an oulei unless 
the awaid is vacated, modified, oi collected as pie- 
sciibed in sections 10 and 11 of this title. If no couit is 
specified in the agreement of the parties, llien such 
application nmy be made to the United States couit in 
and for the distiict within which such a waul was made. 
Notice of the apphcation sliall be seived upon the 
adverse patty, and theieupon the couit shall have 
jurisdiction ol such patty as though he liad appealed 
geneially in the pioceedmg. If the advetsc paity is a 
resident of the cl is t net within which the award was 
made, such service shall be made upon the adverse party 
01 his attorney as presciibed by law foi set vice of notice 
of motion in an action in the same court. If the advcisc 
party shall be a nonresident, then the notice ol the 
application shall be seived by the mmslial of any distiict 
within which the adveise patty may be found in like 
manner as other pioccss of the couit. 

Section 10. Same; vacation; 
grounds; rehearing 

In either of the following cases the United States 
court in and for the district wfieiein the awaid was made 
may make an order vacating the award upon the 
application of any paity to the aibitiation- 

(a) Where the award was piocuietl by coiiuption, 
fiaiid, or undue means. 

(b) Where there was evident partiality oi coiiup- 
tioii ill the arbitrators, oi eithei ol them. 

(c) Where the aibitrators were guilty of miscomliici 
ill refusing to postpone the healing, upon 
sufficient cause shown, or in iclusing to lieai 
evidence peitinent and niateiial to the contio- 
versy; oi of any othei misbeliavior by winch tlie 
rights of any party have been piejudicccl. 

(d) Where the aibitiatois exceeded iheii poweis, or 
so mipeifectly executed them tliat a miUual, 
final, and definite awaid upon the subject 
matter submitted was not made. 

(e) Where an awaid is vacated and tlie time within 
which the agieenicnt lequiicd the awaid to be 
made lia.s not expiied the couit may, in Us 
discretion, duecl a rehcaiing by the aibitiators. 

Section 11. Same; modification or 
correction; grounds; order 

In either of the following cases the United States 
court in and foi tlie distiict wheiein the awaid was made 
may make an order modifying or collecting the awaid 
upon the application of any party to the arbitiation- 

(a) \yheic there was an evident inateiial miscalcula- 
tion of figures oi an evident matenal mistake in 
the description of any peison, thing, or piop- 
erty referred to in the awaid. 

(b) Where the arbitiatois have awarded upon a 
matter not submitted to them, unless it is a 
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inaLtei not affecting the meiits ut the decision 
upon the null lei submitted. 

(c) Wheie the awaid is impel feet in mattei of foim 
not ef feeling the meiils of the contioveisy 

The Old Cl may modify and collect the avvaid, so as 
to etfect the intent theicof and pi o mote justice between 
the pai ties. 

Section 12. Notice of motions to 
vacate or modify; service; stay 
of proceedings 

Notice of a motion to vacate, modify, or coiicct an 
awaid must be served upon the advei.se paity or lus 
attorney within Ihice months aftei the awaid is filed oi 
deliveied, If the adveise paity is a lesident of the distiiet 
within which the awaid was made, such scivice shall be 
made upon llie adveise paity or lus attorney as 
piescubed by law foi seivice of notice ol motion in an 
action in the same couit. If the adveise paity shall be a 
nonicsidenl then the notice of the application shall be 
seived by tlie nuushal of any district within which the 
adverse paity may be found in like mannei as othei 
pioccss of the court. Foi the puiposes of the motion any 
judge who might make an oidei to stay the pioccedings 
in an action bi ought in tlie same couit may make an 
ordei, to be sei'ved with the notice of motion, staying 
the pioccedings of the adveise paity to cnfoice the 
awaid. 

Section 13. Papers filed with order 
on motions; judgment; docketing; 
force and effect; enforcement 

The parly moving foi an oidci confirming, modi- 
fying, 01 collecting an award shall, at the time such 
oulei is filed with the cleik for the ciUiy of judgment 
theieon, also file the following papeis with the clerk; 

(a) The agieemeni, the selection oi appointment, if 
any, of an additional aibitiatoi or umpiic; and 
each wiitlcn extension of the time, if any, 
within winch to make the awaid, 

(b) The awaid, 

(c) Each notice, aflidavit, oi olhei papei used upon 
an application to confirm, modify, oi collect 
the awaid, and a copy of each oidci of the 
couit upon such an application. 

The judgment shall be docketed as if it was rendeicd 
in an action. 

The jiidgineiU so entered shall have the same force 
and eftcct, in all lespects, as, and be subject to all the 
pi o vis tons of law relating to, a judgment in an action; 
and it may be enforced as if it had been lendcied in an 
action in the court in which it is entered. 

Section 14. Contracts not affected 

This title shall not apply to con ti acts made piloi to 
Januaiy 1 , 1926. 


Chapter 1: 

hnacted into positive law by Act July 30, 1947, c. 
392, s 1,61 Stat. 669, as amended Sept. 3, 1954, c. 
1263, s 19,68 SUt 1233 


Chapter 2 

CONVENTION ON THE 
RECOGNITION AND 
ENFORCEMENT OF 
FOREIGN ARBITRAL 
AWARDS 

Section 201. Enforcement of 
Convention 

The Convention on tlic Recognition and Finfoi ce- 
ment of Foieign Aibitial Awards of June 10, 1958, shall 
be enfoiccd in United States com Is in accordance with 
tins cliaptei. 

Section 202. Agreement or award 
falling under the Convention 

An ai bill a lion agi cement oi arbitral awaid a using 
out of a legal relationship, whether conli actual oi not, 
which IS consideied as commeicial, including a trans- 
action, contiacl, or agi cement desenhed in section 2 of 
this title, falls undei the Convention An agi cement oi 
awaid arising out ot such a iclationsliip which is entirely 
between citizens of the United States shall be deemed 
not to fall under the Convention unless tliat relationship 
involves pioperty located abroad, envisages performance 
OI enfoi cement abroad, or has some other reasonable 
1 elation with one oi moie foreign states. Foi the purpose 
of this section a corpoialion is a citizen of the United 
States if it is incoiporated or has its principal place of 
business in the United States. 

Section 203. Jurisdiction; amount 
in controversy 

An action oi piocoeding falling iiiulci the Conven- 
lion shall be deemed to arise under the haws and treaties 
ol the United States. The distiict courts ol the United 
States (including the couils enumerated in section 460 
of title 28) shall have original juilsdiction over such an 
action Ol pioceeding, regardless of the amount in 
controveisy, 

Section 204. Venue 

An action or pioceeding ovei which the district 
couils have jurisdiction pursuant to section 203 of this 
Lille may be bi ought in any such couit in which save foi 
the aibitration agi cement an action or pioceeding with 
lespect to the controversy between the p allies could be 
brought, 01 in such court for the district and division 
which e 111 bi aces the place designated in the agreement as 
the place of arbitration if such place is within the United 
States. 
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Section 205. Removal of cases 
from State courts 

Where tlie subject matter of an action or proceeding 
pending in a State court relates to an arbitration 
agreement or award tailing under the Convention, the 
defendant or the defendants may, at any tune before the 
trial thereof, remove such action or proceeding to the 
district court of the United States for the district and 
division embracing the place where the action or 
proceeding is pending. The procedure for removal of 
causes otherwise provided by law shall apply, except 
that the ground for removal provided in this section 
need not appear on the face of the complaint but may 
be shown in tiie petition for removal. For the purposes 
of Chapter 1 of this title any action or proceeding 
removed under this section shall be deemed to have been 
brought in the district court to which it is removed. 

Section 206. Order to compel 
arbitration; appointment of 
arbitrators 

A court having jurisdiction under this chapter may 
direct that arbitration be held in accordance with the 
agreement at any place therein provided for, whether 
that place is withui or without the United States Such 


court may also appoint aibitratois in accoi dance with 
the provi.sions of t lie agi cement. 

Section 207. Award of arbitrators; 
confirmation; jurisdiction; 
proceeding 

Within three yeais after an arbitral award falling 
under the Convention i,s made, any paity to the 
arbitration may apply to any court having lurisdiction 
under this chapter for an older confirming the award as 
against any other party to the aibitratioii. The couit 
shall confirm the award unless it finds one of the 
grounds for refusal oi deferral of lecogmiion or enforce- 
ment of the awaid specified in the said Convention. 

Section 208. Chapter 1 ; 
residual application 

Chapter 1 applies to actions and proceedings 
brought under this chapter to the extent that chapter is 
not in conflict with this chaptei or the Convention as 
ratified by the United States. 

Chapter 2: 

Pubhc Law 91-368, 91st Congress, July 31, 1970, 
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PROTECTION OF INDUSTRIAL PROPERTY RIGHTS ABROAD 


By VJNCBNT TRA VAGUNl, Director 
Office of Internalkmal Finmwc and luvestment 


Hxporteis, investors, licensors ami othcis doing 
business abroad have a vital stake in protecting then 
imhisirial propeity rights. In most eountiies these rights 
can be protected, but it is still necessaiy to acqunc 
piotection foi each country inclividually thioughout 
most of the world. 

There is as yet no overall intei national patent and 
tradcinaik “system,'’ With relatively unimpoitant excep- 
tions, no country recognizes internally the patents oi 
tradenuuks issued by olhcjs. Theie is, however, general 
agi cement among nations on basic rights of patent and 
tiademark owners. These rights aie embodied in the 
Intel national Convention lor the Piotection of Industiial 
Property. The Convention applies to industrial property 
in its widest sense and coveis patents foi inventions, 
utility models, industiial designs, trademaiks, tiade 
names, indications of ougin and the prevention of unfair 
competition. 

Member countries total 80 

The Intel national Convention was signed in 1883 
and the United States became a membei in 1887, Eighty 
eountiies now uie members of the Convention as last 
levised at Stockholm in 1967. 

The Convention has demonstiatcd remaikable dura- 
bility as evidenced both by its suivival power and Us 
attraction lor the newer eountiies which have been 
coming into existence in I he last 15 ycais. No fewei than 
20 of these countries have joined since 1957, Picsent 
membership is divided about equally between developed 
and less-developed eountiies and includes five Soviet 
satellites, as well as the USSR. 

13asic piovisions of the International Convention aic 
of two kinds-lhc iiilc of national treatment, and the 
cstabhsiinieiU of certain piinciples and rights. 

National treatment means that all the member 
countries have agreed to giant the same patent and 
trademark treatment to nationals of othci member 
eountiies as they grant to tlieii own nationals. Tins 
eliminates disxiiminalioii against foreigneis. Since each 
couiitiy is fiec to determine the scope of its own 
industiial piopcity laws, howevei, the degree of piolec- 
tion varies from country to country. 

The national treatment principle does not call for 
leciprocal treatment, This may result in a situation in 
which nationals of a given country receive less favorable 


treatment in other countries than is afforded foreign 
nationals in their own country, or vice versa. 

Priority Right 

The Convention’s most important piovision is that 
granting a “light of piiority” to foreigners. This means 
that a U.S. patent owner who files an application in 
another member countiy has a 12-month priority over 
any other applicant filing for the same iiiveiUion in any 
other country belonging to the Intel national Conven- 
tion. The priority foi tiademaiks is 6 months. The 6- or 
12-mo nth piionty period runs from the date of filing in 
the country of origin and not from the date the patent 
or tiademark was granted, 

The priority right is impoitant and valuable, espe- 
cially foi patents. If the right did not exist, a U.S. 
applicant would have difficulty legistcnng his patent in 
many eountiies of the world, since most eountiies’ 
patent laws have novelty requirements which provide 
that earlier publication of the invention anywhere in the 
world is a bar to patentability. 

The piionty right also provides a means of over- 
coming the teiiitoiial limitations of the national patent 
system, In effect it makes it possible foi a patentee to 
acquire exclusive lights in his invention not only in his 
own country but also in any Convention country. 

Independence of Patents 

Undei the Convention, patents and trademarks duly 
icgislered iii a member country aie considered as 
independent of patents on the same invention, or 
trademarks, registered in otlier countries. This means that 
once a patent oi trademaik has been gi anted on the basis 
of the piiority right, its subseqiiciU revocation or 
exp II a lion in the countiy of original filing docs not 
affect Its validity in other eountiies. This principle of 
independence enables an owner to lequest registrations 
in every membei country and each patent or trademark 
will be govcined by the laws of the country issuing it. 

Another feature of the International Convention is 
the safcguaid it piovides against invalidation of a patent 
meicly because the patented product was imported into 
the country of registration. Some countries had patent 
laws which penalized impoitation of patented objects by 
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Jorfeiting the patent Countries may still, ot course, 
hinder imports through tanfl, quota, exchange, and 
other controls, consistent with their olhei international 
commitments, but the controls may not be aimed 
particularly at patented products 


Compulsory Working Provisions 

Most foreign countries have compulsory working 
and compulsory licensing provisions in their patent laws. 
The Interndtiona! Convention recognizes the right of 
countries to take such measures but imposes limitations 
on their taking 

Compulsory working of patents reiers to the le- 
quiremeiit that a patent not commercially woiked 
within the country that granted it shall be invalidated. 
The International Convention prevents membei couii’ 
tries from canceling a patent for 4 years from the date of 
tiling of tlie patent application or 3 years from the date 
of grant. Thereafter member countries are required to 
resort initially to compulsory licensing. No action for 
cancellation of a patent can be introduced before the 
expiration of 2 years from issuance of the first compul- 
sory license and the granting of compulsory licenses has 
proven insufficient to prevent abuses 

There has been a gradual shift away from laws 
providing for revocation of patents. A corresponding 
trend may be noted toward compulsory licensing. 
Although provisions vary considerably, the compulsory 
licensing type of law is most highly developed in the 
United Kingdom and Canada. Similar legislation exists in 
India, Pakistan and other British Commonweallh coun- 
tries. Also many countries, such as Japan, the Nether- 
lands, Nonvay and Sweden, make provision for non- 
workmg but do not provide for revocation. In practice, 
the statues seem to be rarely enforced. 

There are also several Inter-Ameiican industrial 
property treaties to which the United States belongs. A 
Convention on Inventions, Patents, Designs and Indus- 
trial Models, and one on Trademarks, were signed at 
Buenos Aires in 1910. The patent convention adopts the 
principles of national treatment, right of priority, and 
independence of patents along tlie hnes of the Inter- 
national Convention just discussed. 

The Trademark Convention attempted to provide 
for automatic registration so that a trademark owner 
registering his mark m one country would seciue 
simultaneous protection in other member countries. The 
plan, however, was defective foi various reasons and 
never went into operation. The 1910 Trademark Con- 
vention was superseded by the Inter-Ameiican Conven- 
tion of 1923 which abandoned automatic registration in 
favor of registration through two Inter-American Bu- 
reaus, one in Havana and one m Rio de Janeiro, The 
Havana Bureau functioned only briefly and is now 
defunct. However, both of these Conventions are now 
superseded by the 1929 General Inter-American Conven- 
tion for Trademarks and Commercial Names, adhered to 
by the United Stales and nine other countries. 


Bilateral Treaties 

Two kinds of U S. bilateral tieaties aic of in iciest to 
owners of foreign patent and tiadenuuk lights the 
Treaties of Friendship, Conimeice and Navigation, and 
Income Tax Tieaties. The FCN treaties geiieially include 
a national treatment provision with respect to obtaining 
and protecting patents, tiademaiks, tiade names, and 
other industiial pioperty. Some of the tieaties stipulate 
that infringements will be pioliibited by law and that 
lemedies by civil action will be provided. FCN tieaties 
also contain useful guaranties against unieasonable oi 
discriminatory treatment in business establish niciU and 
trade matters generally. 

Income tax treaties aie in effect willi ovei 20 
countries. All of these treaties contain an exemption 
fiom taxation toi industrial and commercial pi o fits if 
the U.S. enteipiise has no peimanent establishment in 
the other country. This basic exemption includes royal- 
ties from patents, tiademaiks, and copyrights. In addi- 
tion the exemption may be extended to include un- 
palented know-how, as in the case of the lieaty with 
Germany, 

There are still other treaty aiiangeinents in the 
industrial piopeity field of interest to U.S patent and 
tradeinaik owners, even thoiigli the United States is not 
a party to them. 

Madnd Anangenient 

Unlike the piesent situation in the patent field it is 
possible to cenlialize protection of tiademaiks in an 
“international regisliatioiF' obtainable under a tieaty 
known as the Madiid Anangement. About 23 countries 
now belong, although the United States is not included. 
Undei this arrangement, the Uadeinaik owner must 
register this mark in the member country in wliicii he is 
doimciied. On the basis of his registration, the Inter- 
national Bureau of the World intellectual Piopcily 
Organization (WiPO) m Geneva, Switzeiland, issues a 
so-called international registialioii. This is deposited by 
the Bureau with the trademaik offices in the membei 
countries, which examine the local deposit in accoi dance 
with then own laws, 

A U.S. trademaik owner can take advantage of this 
if he has a bona fide industrial oi commeicial esLablisJi- 
ment in a member country Theiefoie, a biancli of a 
U S, company established in a menibci country is 
sufficient, and a registration in tJiat country in the name 
of the American company specifying that it has a bianch 
in that country will suffice as the basis for international 
registiation. 

An Ameiicaii-owned subsidiary domiciled in a Ma- 
drid Arrangement country may also seek an Intel- 
national Registration. Tins is one benefit ol placing 
trademaiks in tlie name of a foieign subsidiary, although 
it IS well to remembei that there aie other sound reasons 
foi not doing so, including the loss of control which tins 
entails. 

The basic advantage of international registiation is 
that It saves money. The single fee for an international 
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icgisUaiit)!! IS 400 Swiss fiancs- about $130— con- 
sul euibly less tlian the total of the tees due in each 
countiy (oi sepaiale legistiation. The penod of piolec- 
lion t’oi an in tei nationally legisteied tiademaik is the 
same loi all coni i acting count lies- -20 yeais, lenewable 
loi ruithei periods of 20 yeais each. An applicant can 
pay a i educed tee (240 Swiss Ptancs) for an initial 
rcgisitation ol 10 yeais. If he decides to continue the 
inaik loi the fuithei 10-yeai peiiod, an additional fee of 
330 Swiss Ihancs is lequiicd. The protection lesulting 
liom international legistialion cannot be claimed foi a 
Liadomaik which no longei enjoys piotection in its 
countiy of ougin, 

C'ompanies may have a seaich made at the Intei- 
national Bureau at Geneva to see il then paiticular 
maiks have been the subject ot intci national legistiation. 
The Biiieau inaiiitains excellent seaich lacilities with the 
most painstaking facilities foi identifying iiiaiks by all 
the conventional means, not excluding such lactois as 
coioi, sound, and aiuingcmciU ol consonants and 
vowels. On the other hand, a seaich by the Buieau is no 
substitute (oi individual countiy seaiches, since all 
tiademarks do not leceivc mtci national registiation. 

In June 1073, the U.S. paiticipaied in a negotiating 
confeience winch adopted a new Tiademaik Registra- 
tion I'loaly (TRT), The TRT is designed to make it 
sSimplcr and less expensive to obtain tiademaik piotcc- 
lion in foreign nnnkets. The rRT pi ovules that foi a 
single fee a tiademaik application can be filed with the 
World Intellectual Propeity Oigani/.alion in Geneva. 
However, unlike filings undci the Madrid Agieemcnt, the 
applicant will not need a prior home legistration. The 
filing of a I'RT application will have the effect of a filing 
in each countiy designated Iheieon by the applicant. 
The inaik, aftei filing, will then be published and 
circulated by WIRO to membei countiies wheicupon 
each eoiuUry designated by the applicant has 15 months 
within which to refuse legistiation undei i(s national 
law. If no (imely lelusal is indicated by a designated 
inombei countiy, the niaik is deemed legistercd theic. 
No membei countiy will be able to lehise a maik on 
gioiinds of non-use; noi cancel U on such giounds foi at 
least 3 yeais aftei its legistiation. The TRT will come 
into effect when five countiies have latlfied it. 


Otlier Treaty Arrangements 

Olliei treaty aiuiiigcinents foi legistiation ol 
patents and trademarks also aie coming into existence 
giaduully. 

A Patent Coopeiation Treaty (PCT), adopted in 
June 1970, by the United States and most otliei 
developed countiies, would simplify intei national filing 
pro CO dines by allowing a patent applicant to file one 
application at a cciUial soiucc Such a filing would have 
the effect ol a filing in eveiy membei country wlieic he 
desires piotection. The Treaty also calls foi centrali/ed 
patent seaich and examination procedures and allows a 
patent applicant 20 months, instead ot the inoie typical 
1 2-mo nth peiiod, in which to complete his application 
documents. The PCT will enter into force when ratified 


by eight countiies, foui of which must have majoi 
patent activity. Ilowevei, the United States cannot 
deposit its instiument of ratification until implementing 
legislation is enacted. 

In Western Europe, a pioposed European Patent 
Convention” was adapted in 1973, It would establish a 
regional patent system. However, undci the Conven- 
tion's piocedures, anyone, uiespectivc of nationality, 
will be able to file a single international application at 
the Hniopcan Patent Office foi a so-called “European 
Patent.” The application must designate those European 
countiies in which the Eiuopean Patent is sought. Upon 
completion ot the application's examination, the Huio- 
pean Patent will be granted, and exist, in effect, as a 
national patent in the designated countiies. Intel national 
applications filed under the Treaty may be subject to 
proceedings bcfoie the European Patent Office which 
will also be lesponsible foi an international search and 
the piehminaiy exammation. The Ticaty is not yet in 
eftccl. 

The Eiuopean Common Maiket countiies aie also 
due to negotiate a corollary European Convention to 
eventually replace national patent laws and create a 
unified patent law for the EEC membei s. Under its 
provisions an EEC Patent will be issued to apply in every 
incmbei countiy. 

Expel ts of the Common Market countiies have also 
diafted an EEC Trademaik Convention. Certain ques- 
tions of piinciple have not yet been decided, including 
whether U.S films will be eligible for full, oi at least 
paitiai, paiticipation in the Common Maiket patent and 
trademaik system. 

Tile Benelux countiies have already adopted a 
Tiademaik Convention with a unified trademark law tor 
Belgium, the Nelheilaiuls, and Luxembouig. 11 creates 
one law for all tluee countries, under which a Benelux 
tiademaik is issued. National tiademaik laws are sup- 
planted. 

Also in Eiuopc, a unifoim patent system foi the 
Scandinavian countiies is in the making. Noiway, Swe- 
den, Denmaik and Finland have established identical 
laws. Eventually the system will piovide that a patent 
issued in any of the font countiies will be valid in tlie 
otlieis. 

In Afiica aa accord tor creation of an Afiican and 
Malagasy industiial Pioperty Office was signed in Sep- 
tember 1962 by 12 membei States of the Afiican and 
Malagasy Union, The accoid establishes a common 
system foi the obtaining and maintenance of patent and 
trademark lights witli a single deposit and centralized 
adminislraiion. Applicants domiciled outside member 
States make theii deposits directly with the Industrial 
Property Office. Any deposit so made has the effect of a 
national deposit in each member State, Operations of 
the Office officially staitcd Januaiy 1, 1964. 

Within the Bnlisli Commonwealth, bilateral ariangc- 
ments are in foice between certain countneS“Austiaha, 
Canada, Ceylon, India, Pakistan, New Zealand, and the 
United Kingdom. A tirsl application for patent in these 
countries generates a 12 -mo nth piioiity term in the 
otheis. This can be advantageous m securing registrations 
in India and Pakistan, which are noi membei s of the 
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International Convention. Certain Bntisli Colonies and 
former colonies also give elfect to patents or trademarks 
registered m the United Kingdom 

Generic Trademark Problems 

Obtaining registered protection abroad for your 
company's industrial property rights is, of course, a 
matter for private legal counsel The job of policing 
tliese rights is likewise up to you and your legal adviser. 
However, there are Government services and statutory 
helps to assist you. 

More than a hundred independent jurisdictions are 
registering trademarks abroad. It would be surprising if 
among the trademarks which foreigners seek to register 
there were not some that have a generic or descriptive 
status in the United States, Probably every tisdcimirk 
office in the world has been asked to register '‘wash- 
and-wear,” or one of its foreign variants, such as “lava y 
listo” in the Spanish-speaking countries. Most such 
applications are routinely denied by the local au- 
thorities. But experience has shown that some will be 
accepted, unless someone intervenes to prevent registra- 
tion 

Basically, our interest is to avoid a situation where 
an individual or firm acquires exclusive rights to such 
terms, without appropriate disclaimers If this happens, 
it becomes impossible to use common product names in 
foreign advertising, goods may be refused entry into the 
country, and one trading in such goods risks being sued 
for trademark infringement 

When we learn of a foreign generic word application 
we prepare instructions concerning it to the U S 
Embassy m the country of application. The Embassy is 
given full details. Name of applicant, number of applica- 
tion, class or classes in which registration is sought, filing 
date and type of goods. The Embassy in effect is asked 
to take what steps it can to have the application denied. 
As much information as possible should be presented to 
illustrate the generic nature of the term involved, and to 
point up the detrimental eflect which its registration as a 
trademark would have on trade between the United 
States and the foreign country. 

Tliese Embassy approaches do not replace the 
entering of formal oppositions to objectionable registra- 
tions. In some countries the authorities will deny the 
application as a result of the Embassy's approach, in 
others, they have made it clear that a private formal 
opposition, in accordance with the local trademark law, 
must be filed before a denial can be considered Where 
this task can be assumed by private attorneys and trade 
groups, we welcome their assumption of the responsi- 
bility. 

Foreign Infringement Problems 

Protecting industrial property rights abroad is 
basically the responsibility of each company. This 
includes the prosecution of infringement actions. How- 
ever, the Commerce Department, in cooperation with 
oiir Commercial Officers abroad, does undertake to 


investigate and repoit on unauthoii/ed use ol U.S. 
trademarks and copying of designs. 

The typical situation is one in which a U.S. 
manufacturer finds that a product of foieign manu- 
facture which imitates his own ha.s appealed in the 
United States or some third counliy and is being 
maiketed in competition with him. The complainant 
believes the foreign product, rnaik, label, packaging, oi 
advertising to be a copy of his own and theicfoie to 
infringe on his rights. 

To assist in these instances it ks neces.sary that as 
complete information as possible be furnished about the 
circumstances. If available, a sample of the foreign item 
and the U.S, pioduct should be supplied, both in tlicir 
original packages. Photogiaphs may be suitable. A copy 
of the American firm’s U.S patent oi tiademaik and 
foreign registration, if any, should also be furnished. If 
the Lf.S. patent oi trade maik has been litigated and 
upheld, a copy of the sustaining judgment offers 
valuable support The name and addiess of the foieign 
producer is helpful. 

Complaints legisteied by U.S. firms over the past 
few years have involved many types of pioducts origi- 
nating in many different countiics. In geneial, the 
articles involved are, understandably, likely to be of a 
nature which lend themselves to quick, easy und 
inexpensive copying. Trademark pioblems aie usually 
traceable to failure to make timely application to 
register, and to loss of lights lesultnig from unfair 
practices 

From time to time complaints are lecewed that 
merchandise and packaging of foieign origin which beai 
a U.S. trademark or imitate American pioducts oi 
packages are being shipped to third counliies, thus 
competing unfauly with U.S. expoUs to that thud 
country. Whether any substantial help can be pjovided 
m these circumstances depends on the legal situation in 
the countries concerned and the degree of cooperation 
which may be forthcoming from tJie local manufacturci, 
exporter or importer, and governmental authorities. 

If occiiirences of this kind take place in maikets 
where the U.S. trademaik owner does not operate, the 
misuse may continue for an extended time without his 
knowing it. When the facts come to oui attention, we 
advise the U.S. firm whose piopeity rights appeal to be 
violated, but further investigation is usually deferred 
until the U.S. firm expresses a desue to have the matter 
followed up. 

Neither Commerce nor the U S, Foreign Service can 
become involved m conflicts between two American 
firms. Therefore requests for assistance cannot be 
serviced if they involve steps against the inteiests of a 
competing American firm. 


Other Remedies 

There are several provisions of U.S, law admin- 
istered by various Government agencies, which may be 
help fill in tiffording protection against foreign misuse of 
trademarks and other rights-effective, however, only foi 
goods imported into the United States, 
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Section 42 ol the Tiademaik Act of 1946 prohibits 
impoitalion ot articles bearing inaiks winch are con- 
fusingly sunihij to Ol countcifeil of ttadeniaiks regis- 
teiecl in tlie Patent and Tiadeniark Office 

Section 526 of the Tariff Act of 1930 icquires the 
Ciisloins Sei*vicc to prohibit importation of foreign-made 
goods healing marks which have been registered in the 
Patent and Tiadeniark Office by a U.S. citizen or 
corpoiation if a copy of the certificate of registration 
has been filed with the Treasury Dcpartnicnl Wheieas 
section 42 prohibits importation of infringing tradc- 
inaikcd goods, section 526 provides the U.S. trademark 
owner with alfumativc piotection against imfaii compe- 
tition. 


Record your trademark 

The procedure for recording trademarks with 
the Treasury is set forth in the Customs Regula- 
tions. 

The regulations provide that a trademark 
owner may record Its mark by application, which 
may be in the form of a letter, to the Commis- 
sioner of Customs, Washington, D.C. 

A fee of $100 for each mark must accompany 
the application together with a certified certificate 
of registration from the Patent Office and 1000 
soft copies. 

The accompanying article tells you how this 
action helps to protect you from unfair 
competition. 


If an attempt is made to impoit goods bearing a 
niaik which is a clear infiingcmciU of a recoided mark 
the merchandise will be denied entry unless the importer 
sccuies the wiitten consent of the tiadeniark ownei or 
icmoves the offending niaik. If as often happens, the 
niaik on the imported product does not piesent a 
cleai-cut case of infiingemciil, Customs will detain the 
meichandise until both impoilci and trademark owner 
liave iiad a chance to be heard. Cnsloins decisions in 
such cases can be appealed to the U.S, District Couits. 

Section 106, Title 17, United States Code, prohibits 
impoitution of ai tides bearing a false notice of copy- 
right when tlieie is no copyiight thcieon in the United 
States, or of any piratical copies of any woik copy- 
nghteU in the United States. A procedure foi obtaining 
Customs piotection against the importation of such 
copies IS prescribed in the Customs legulations, section 
11.19, 

Patent piotection is not coextensive with the 
piotection alforded trademark and copyright owiieis. 
There is no law which automatically excludes articles 
from import becau.se they infringe patents. 

Section 337 of the Tariff Act of 1930, as amended, 
autliorizcs the U.S, International Trade Commission to 
investigate alleged unfair methods of competition and 
unfair acts in the importation of articles or in the sale of 
impoitcd articles in the United Slates. 


Although there is no recordation procedure tor 
patents, the Bureau of C’listoms will carry out on request 
a Patent Infringement Survey to assist tlie patent owner 
in taking appio print e action. The purpose of the siuvey 
is to provide patent ownei s with the names and 
add 1 esses of importers bringing m articles that appear to 
infiiiigc legisteied patents Such inf oi matron will be 
furnished for a period of 2, 4 or 6 months for a fee of 
$1,000, $1,500, Ol $2,000 respectively 

The only information lurnished is the name and 
address ol the un porters, The survey will not disclose 
quantities, price or any other information which nor- 
mally might tall within the realm of trade secrets 
Application may be made by letter addressed to the 
Commissioner ot Customs The procedure is set forth m 
the Federal Register m Part 12, section 1 2.39a of the 
Customs Regulations. 


Arbitiation 

In any type of business transaction disputes in- 
evitably arise. Most often companies settle their disputes 
through direct negotiation and agreement. Litigation is 
extremely lare and even when the facts are strongly 
favorable is avoided whenevei possible, especially in 
foreign transactions. Most companies that operate on an 
inlei national scale favoi the inclusion of a mandatory 
arbitiation clause in the contract as a less objectionable 
allcrnativc to court action. 

The Ameiican Arbitration Association is the princi- 
pal aibilration organization in the United States. It has 
offices throughout the country and has reciprocal 
airangemenls with organizations In many foreign coun- 
tiics The IiUcinational Chamber of Commeice also 
maintains a worldwide system of arbitration. Besides 
these institutions, there are many special arbitration 
tribunals in the various commodity trades, such as 
lubber, textiles, food distribution, and so on. 

To make it possible foi a dispute to be submitted to 
aibilration, the parties must have agreed to do so either 
in advance or after the dispute has ausen. If thereafter 
one of the partie.s refuses to take part, the arbitiation 
will proceed never tlicless since the rules lo which the 
parties have agiecd contain provisions for procedure by 
default. 

The various aibilration organizations have standard 
contract clauses which may be freely used. Use of one of 
the standard clauses enables the arbitiation organization 
to have its own rules administered should a dispute arise. 

The nature of disputes submitted to arbitration 
makes any classification of industries or classes of goods 
difficult. An approximate breakdown of arbitrations 
under ICC auspices shows, however, that roughly 20% 
involved licenses for patents, manufacturing processes, 
know-how and trademarks. 

Most international tradeis who use arbitration 
clauses in their contracts with foreign paities may 
enforce favorable arbitral awards against a foreign party 
without difficulty. Although some countries do not have 
laws providing foi execution of foreign arbitral awards, 
other remedies are now readily available. 
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By i^igmng in 1970 the United States Convention tor 
the Execution and Enforcement ot Arbitral Awards, the 
United States provided the U.S traders with means of 
en tore mg awards. The 45 member countries have agreed 
to enforce awards issued m other member countries, if 
the awards meet the Convention’s validity requirements 
and satisfy any special conditions of accession Congress 
amended the basic Federal Arbitration Act (9 U SC. 1 
et.seq.) in 1970 to increase the enforceability of 
arbitration agreements and awards made pursuant to the 
United Nations Convention (see article herein entitled 
“Enforcement of Torcign Aibitral Awards Under the 
U.N, Convention”), 

Furthermore, the United States has bilateral treaties 
of Friendship, Commerce, and Navigation with 42 
countries Of these treaties, 18 provide for the enforce- 
ment of arbitration agreements and awards in disputes 
between corporate or individual parties of the respective 
countries. Enforcement ot such an award cannot be 
denied solely tor the reason that the award was rendered 
in another country, or that the nationality of the 
arbitration was not that of the party concerned 

Selection of the remedies of U,N. Convention over 
those of the Friendship, Commerce and Navigation 


Treaties is likely to depend on the coiintiy in which the 
award originated. If it originated in one of Llie 42 
couiUncs which have signed the U N Convention, most 
companies would make use of tliat convention 


Though 42 treaties of Friendship, Commerce 

and Navigation are now in 

force between the 

United States and other countries, only 18 of the 

treaties contain clauses on 

the enforcement of 

arbitral awards. These 18 treaties are with* 

Belgium 

Italy 

China 

Japan 

Denmark 

Korea 

France 

Luxembourg 

Germany, 


Federal Republic of 

Netherlands 

Greece 

Nicaragua 

Iran 

Pakistan 

Ireland 

Thailand 

Israel 

Togolese Republic 
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WORLD PATENT LAWS REVIEWED 


lly JOSI-:Pn M. UGHTMAN 

Foreign Bnaiima Practices Division 


inoisSJiien .seeking pa lent. s abroad must tile 
n m each counliy wheio patent piotection 
"lie United Stales is not a paity to any 
/heieby a U.S. patent is automatically 
nd piolecled in a Joicign countjy» oi vice 

ted States docs adhere to vaiious treaties, 
95 couritues undci which exporteis and 
isnien can now receive the same treatment 
laws as those couiUiies extend to their own 
national treatment 

ioiials lIuKs have the light to apply foi, 
jjnloicc patent lights in such countries, and 
cl uiulei the patent laws theiein without 
11 , as though they weie citizens ol such 
icy must, iiowevcj, piocceti uiulei the laws 
lies lo obtain such lights; no U.S. patent 
ire automatically in foice. 

\z multilateial agieement on patent lights to 
nited States is a paity is the Paiis Union 
Convention foi the Piotection of Induslnal 
wiiich about 80 olhei couiiines also adheie 
A) The United States also adhcics to the 
in C'onvention of 1910 on Inventions, 
i^ns and Models, which includes the follow- 
Amciican countries. Bolivia, Brazil, Costa 
Dominican Republic, Ecuador, Guatemala, 
ras, Nicaiagua, Paraguay, and Uiugiiay. 
ion to the national tieatmeiil piinciple, 
it 10 ns embody ceilain special advantages foi 
iiiessman .seeking patent piotection abioad. 
Iioilant IS the 12-nionth ‘Tight of piioiity” 
he fust flics his patent application in the 
s Oi aiiothei menibci countiy in which to 
Jiuling applications in othci Convention 
s filing lights aie theieby pieseivcd foi 12 
2 Convention conn lues, 
ic Pans Union Convention, lie also icceivos 
f his foieign patents again.st aibitiaiy foi- 
ic subject matter of the patents is not 
woiked, 

Led States has also concluded a numbei of 
igements with countiies, some of which are 
; of the above C’onvcntions, undei which 
; leccive national treatment and othei 
sainsl discunumUoiy piactices m acquuing 
ing patent lights. 


Most countries, including those that have become 
independent since the end of World War 11, have patent 
laws. There arc only a few that have no sy.stein of patent 
protection, most notably Thailand, Ethiopia, Saudi 
Arabia, and People’s Republic of China. Many indepen- 
dent countries provide patent piotection only on tiie 
basis of a patent fust acquned in llie foiiner parent 
country Examples are Ghana wlicre a “confirmation 
patent” is issued based on a patent first acquired in the 
United Kingdom, and Cambodia and Biiiina, where 
French and Indian patents, lespectiveJy, aie recognized 
as being in force, 

Theie are certain countne.s that piovide, in addition 
to regular patents of invention, so-called “iiitjoduction,” 
‘Tcvaliclation” oi “impoitation” patents Tliese can be 
applied foi on an invention already patented elsewhere, 
by the same patent owner, or, after a period of time, by 
a local national. Such patents expire at the diiiation ol 
then basic foreign patents. Their piuposc is Lo pcnnii an 
invention to be introduced and protected, notwith- 
standing its piior patenting in other countne.s. 

The USSR, Bulgaria, Poland, Romania, Albania, and 
Algeria provide for issuance of so-called “inventors* 
certificates,” as well as patents. The inventors* ceitificatc 
system is used extensively in the USSR. Under its 
pioccdures, an inventor may offer his invention outiight 
to the Stale, which assumes its ownership and exclusive 
use. [f used by the State, it entitles the inventoi to a 
cash rewaid or other specific benefit. In such dual 
system countiies, the inventoi generally has the light to 
choose between applying foi an inventors* oeitiiicate oi 
a patent. Local invenlois in Eastern Euiope gcneially 
apply foi inventors* ccitificates; foicigners apply foi 
patent lights becau.se of certain hnprac I ica lilies in 
acquumg inventors* certificates. 

Regionally, tlicie is an international patent filing 
and legistiation system in Africa, under the Afiican and 
Malagasy Indiistiial Property Office, in Yaouiule, Came- 
10011 , established in 1962 by 12 independent countiies 
foinieily French A trican colonies (see summary). 

In Western Euiope, 14 countries signed an European 
Patent Convention in Munich, in Oclobei 1973. Undei 
the Convention’s pioceduies, anyone, nicspectivc of 
nationality, will be able to file a single international 
application at the Euiopean Patent Office foi a so-called 
“Euiopean Patent.” The application must designate 
those European countiies in which the Ouiopcan Patent 
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IS sought. Upon completion of the application’s exami- 
nation, the European Patent will be gi anted, and exist, 
in ettect, as a national patent in the designated coun- 
tries. International applications tiled iiiulei the Ticaty 
may be subject to proceedings befoic the European 
Patent Office which will also be lesponsible for an 
international search and the preliminary examination. 
Entry into force of the Treaty must await ratification by 
SIX European countries ui which a total of 180,000 
patent applications were tiled in 1970. 

The European Common Market countries aie also 
due to negotiate a corollary European Convention to 
eventually abolish national patent laws and create a 
unified patent law for the EEC members. Undei its 
provisions, an EEC Patent will be issued applicable in 
each member country. In effect, the EEC will opeiate as 
a single country undei the European Patent Convention, 

As to salient features m existing world patent laws, 
there are still many variations with respect to .such 
matters as exceptions to patentability i.e. patents only 
for medicinal and food processes, not products, or for 
both), examination and opposition procedures (in some 
cases none), duration of patents (ranges from 5 to 20 
years from application filing or registration date), and 
compulsory licensing (immediate, oi 1- to 5-year grace 
period). 

A patent Cooperation Treaty (PCT), adopted in 
June 1970, by the United States and about 20 countiics, 
would simplify international filing proceduies by 
allowing a patent applicant to file one application at a 
central source. Such a filing would have the effect of a 
filing in every member country where he desiies protec- 
tion. The Treaty also calls for centralized patent search 
and examination procedures and allows a patent appli- 
cant 20 months, instead of the more typical 12-montli 
period, in which to complete his application documents. 
The PCT will enter into force wiien ratified by eight 
countries, four of which must have major patent 
activity. The United States cannot deposit its instrument 
of ratification until implementing legislation is enacted. 

Those interested in protecting their industrial prop- 
erty rights abroad should secure the services of legal 
counsel for advice and assistance on the specific pro- 
cedures to be followed in the countries in which they 
desire to do business. 

Afghanistan— No patent law. Some common law 
protection availabfe for inventions and designs against 
mutation. 

African and Malagasy Union— Member countries! 
Cameroon, Central African Republic, Chad, Congo 
(Brazzaville), Dahomey, Gabon, Ivory Coast, Malagasy 
Republic, Mauritania, Niger, Senegal, Togo, and Upper 
Volta, Inquiries and applications should be directed to 
the Office Afiicain et Malgaclie de la Propriete Indiis- 
tnelle (OAMPI) located in Yaounde, Cameroon. 

Invention patents valid m all member countries 20 
years after application. Prior publicity anywhere pie- 
jmlicial. No novelty examination. No opposition provi- 
sion. Compulsory licensing possible 3 years after applica- 
tion, whichever is later, if working inadequate or if 
working interrupted for any 3-year peiiod, French 


patents in loice piioi to dales ol independence ot the 
vaiious countiies may leeeive piotection loi 20 yeais 
from application tiling date it levaiiilateil with OAMPI 
bcfoic Maicli 31,1 967. 

Albania Invention patenhs valid I yeais linni 
application date, inveiUois’ ceitilicates also gtanted. 
Chemical manutactimng piocesses paten table, but not 
chemicals, medical and some biological inventions eli- 
gible only foi eeitificates. Piioi publication oi use 
anywheic picjiidicial. Novelty exaininalion. Opposilion 
period 3 months. No piovision foi woiking. (’oinpnlsoiy 
licensing piovision, 

Algeria-Inventioii patents valiti 20 yeais t’loin 
application tiling date C’ontiinial ion patents valid 10 
yeais fiom liling dale of I'oieign patents upon which 
based, it such foicign patents giaiUed befoic Januaiy I, 
1966, Invcntois’ certificates also gi anted. Piioi publicity 
anywhcie picjiuticial. No novelty examination oi opposi- 
tion. Confiimalion patent must be worked I ycai from 
giant and not discontnuiod tbi moic than a ycai, 
otheiwise can be caiiccllcd. Compulsory license oi 
invention patents possible 3 yeais trom giant oi 4 yeais 
from application date if not adecpiatcly woiked. I'lencli 
patents valid in Algeria on July 3, 1962, icinain in foice 
if continuously woiked by patentee oi liis a.ssignee. 

Antigua (also British Virgin Islands) Patents valid 

14 years (loin application filing dale, ('oiifiinialinn 
patents, co-tcrniinons willi U.K, patents also gi anted; 
must be filed for within 3 years ol laltei. No novelty 
examination, Eoi independent patents, public u.se in 
Antigua piejudicial. No woiking, Oompulsoiy licensing 
possible, 

Argentina Invention patents gianled ioi 5, 10, oi 

15 yeais; 15 yeais aftci grant {)nly for impoitanl 
inventions. Patents of impoilation good loi up to 10 
years. Phannacciilical iminufacUuing pioces.ses palenl- 
abie. Piior publication anywhere, oi grant of loieign 
patent (except lor Argentine impoit patents), oi public 
use m Argentina piejudicial, Novelty examination No 
opposition provision. Woiking roquiied 2 yeais alter 
giant, not to be interrupted foi any 2-year period. No 
compulsoiy licensing provision, Importation oi adver- 
tised offer of sale may eonstitute working. 

Australia-lnvcntion patents valid 16 yeais alter 
application, renewable up to 10 yeais wlieie ituule- 
qualely remunciated; piovisional proloclion available 1 
yeai, lyioi publication, public use, or disclosuie in 
Australia prejudicial. Novelty examination. 11 no exami- 
nation requested within 5 yeais ot application llliiig 
date, application will lapse, Applicant may also leipiesl 
modified examination for application based on jiateiU 
issued in the United Kingdom oi the United Slates. 
Opposition peiiod 3 months. C’ompulsoiy licensing 
possible 3 yeais after grant if imulequaieiy worked; 
revocation possible 2 years afloi firs! compulsory li- 
cense, Patent registration should be niaiked on pioduct, 

Aiistria-InvciUion patents valid 18 years aftei 
application. Prioi published dcsciipUon anywheic, or use 
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01 cxlubilion in Austria prejudicial. Novelty examina- 
lion. Opposition period 4 months. Coinpulsoiy licensing 
possible 3 yeais aftei grant or 4 yeais aftei application, 
il inadequately worked. 

Uahamas-Patenls granted before June 1 , 1967 (new 
Act cHective date), valid 7 yeais, renewable twice tor 7 
years each time. Undei new Act, invention patents valid 
16 yeais fiom application tiling date. Publication, public 
use, 01 knowledge prejudicial. No novelty examination, 
opposition, compulsory licensing oi working require- 
ment. 

Baliraiu-Conlirmation of U.K patents only, appli- 
cations must be filed within 3 yeais ot conesponding 
U.K. patent. 

Bangladesh (Formeily East Pakistan)- Declared in- 
dependence March 25, 1971 Adopted Pakistan Patent 
Law. Applications pending in Pakistan on above date 
should be lefiled in Bangladesh and releience made to 
earliei Pakistan filing, with proof. 

BaibadOvS- Invention patents valid 14 yeais from 
application date, renewable loi 7 yeais. Pi o visional 
piotection available 9 months. Foreign patent holders 
entitled to “Letleis of Regisliation.*’ Public use in 
Baiba dos prejiuliciai. No novelty examination. Opposi- 
tion peuod 2 months. No compulsory licensing pro- 
vision. 

Belgium- Invention patents valid 20 years aftei 
applicatioir patents of impoUation valid up to 20 yeais. 
Patentable luvenlions must be indiisiiially or com- 
meicially workable. Prioi commercial use in Belgium, 
patent oi pub lie a lion anywheic prejudicial except lor 
unpoit patents. No novelty examination, form only. No 
opposition provision. Working required 3 yeais after 
grant (1 yeai loi countries not party to Paiis Union) 
not to be inteuupted foi any 12-inonth period. No 
compulsory licensing provision. 

Bermuda -Invention patents valid 16 years from 
patent giant, lenewablc 7 year periods. Patents also 
available as confnnuUion of U K. patents, if applied for 
within 3 yeais of latter*s grant date. Co-term inoiis 
diuation with lattei. No novelty examination. For 
independent patents, use and sale in Beinuida prejudi- 
cial No opposition for independent patents; 2 months 
for confirmation patents. No woiking provisions but 
compiilsoiy licensing possible, 

Bolivia-lnvention patents valid up to 15 years after 
giant, including renewals; confirmation patents valid up 
to 15 yeais. Piior knowledge, description, working or 
nonpatciU publication anywhere prejudicial. Foieign 
patent not piejudicial, if application filed within 1 yeai 
of foieign application. No novelty examination. Pub- 
lished twice in I month at 15-day intervals foi opposi- 
tion. Compiilsoiy licensing possible 2 yeais aftei grant, if 
inadequately woiked or, if working interrupted for any 
l-year period. ImpoUation oi advertised offer to license 
may constitute working. 

Botswana—Confirmalion patents based on piior 
registration in Union of South Afiica. U.K, patents 
automatically in force, recordation unnecessary. 


Brazil-New law etfective December 31, 1971 
Patents gi anted before then valid for terms stated in 
patent grant. Under new law, invention patents valid 15 
years from application filing date. Use or publication 
anywhere prejudicial. Application published 18 months 
from earliest priority or tiling date, Appheant can 
request examination within 24 months, otherwise appli- 
cation deemed abandoned. Opposition period 90 days. 
Working lequired within 3 years after grant and not 
interrupted for longer than 1 year, otherwise subject to 
compulsoiy license. Failure to work within 4 years, or it 
license issued after 5 years, working is discontinued for 2 
consecutive years, patent considered lapsed. 

British Honduras -Patents valid 14 years Irom appli- 
cation filing date, renewable 7 or 14 years, Co-terminous 
with prior corresponding foreign patent, if latter exists. 
Confirmation patents based on and co-terminous with 
U.K. patents granted, if apphed for within 3 years. No 
novelty examination, working oi compulsory licensing 
provisions. 

Brunei-Patents granted as confirmation of and 
co-ternimous with U.K., Malaya, or Singapore patents, 
to be applied for within 3 years of grant in latter 
countries. No novelty examination, working or compul- 
sory licensing provisions. 

Bulgaria- Invention patents valid 15 years after 
application; law also provides for inventors’ certificates 
Some medical and biological inventions eligible only for 
ceitificates. Prior publication or public knowledge any- 
wheie prejudicial. Novelty examination. No opposition. 
Working and licensing provision; 3 years after grant or 4 
years after application. Importation may qualify, 

Buima-No patent law, Indian patents valid. 

Burundi— Invention patents valid 20 years from 
application filing date, importation patents valid to 20 
years. Public use anywheie piejudicial. No novelty 
examination or opposition. Patent must be worked 
within 2 years, otherwise can be cancelled. No com- 
pulsory licensing provision. 

Cambodia -French patents applicable, file with 
Chief Registrar of Pnom Penh Commercial Court, 

Canada-Pa tents valid 17 years after grant, Chemical 
manufacturing processes patentable Prior knowledge, 
use, patent, or description anywhere, or public use or 
sale in Canada more than 2 years pnoi to Canadian 
application prejudicial. Canadian application must be 
filed either before grant of first foreign patent or within 
12 months of fiist foreign application. Novelty examina- 
tion, Opposition period not provided, but piotest may 
be filed. Compulsory hcensing may be ordered by Patent 
Commissioner 3 years after giant, and if licenses are 
insufficient, patent may be revoked. Patent registration 
should be niaiked on product, 

Chile-Invention patents valid up to 15 years after 
grant, including renewals. If invention patented abroad, 
patent is co-terminous with oiiginal foreign patent, Prior 
public knowledge, use, sale, or publication anywhere, or 
importation mto, Chile prejudicial. Foreign patent not 


33 



prejudicial, if invention not commercially known m 
Chde. Novelty examination, No working oi compulsory 
licensing provisions Patent registration must be marked 
on product. 

People’s Republic of China (Mamlaiid China)~No 
patent law Parties can apply for inventor’s certificate on 
invention, which, if granted, entails cash awards and 
other benefits to applicant based on invention’s value to 
State Foreigners presumably may apply for inventors’ 
certificates. State retains ownership under inventors’ 
certificate registrations. 

China (Taiwan)-liivention patents valid 15 years 
after application; addition patents co-terminous with 
basic patent. Prior foreign patent a pp he at ion over 1 year 
previous to application in China, or publication or public 
use m China prejudicial. Novelty examination. Opposi- 
tion period 6 months. Compulsory licensing or revoca- 
tion possible 3 years after grant, if inadequately worked. 
Patent registration should be marked on product. 

Colombia-lnvention patents valid 8 years after 
grant, renewable additional 4 years. Use or publication 
anywhere prejudicial. Novelty examination only aftei 
application examined for formalities and published. 
Opposition period 60 days. Compulsory license 3 yeais 
after grant or 4 years after filing whichever last expires, 
it patent not adequately worked 

Costa Rica-Invention patents valid 20 years after 
grant; confirmation patents conterminous with basic 
patent up to 20 years. Prior public knowledge or use in 
Costa Rica prejudicial for confirmation patents, any- 
where tor other patents. Novelty examination Opposi- 
tion period 30 days. Working required 2 years after 
grant, not to be intenupted for any 3-ycar period, no 
compulsory keen sing provision. 

Cyprus-Patents only obtainable as conlirination of 
U.K. patents. Request must be made within 3 years of 
U.K. patent grant date. 

Czechoslovakia— Invention and dependent patents 
valid 15 years after application. Chemical and medicmai 
manufacturing processes patentable, certain medical 
treatments and biological inventions eligible only for 
inventors’ certificates. Prioi public knowledge anywhere 
via publication, patent description, or display pre- 
judicial. Novelty examination. Opposition period 3 
months. No woiking requirement, but use of patent m 
public interest may be ordered, 4 years after filing, or 3 
years after grant, whichever is later. 

Denmark-1 nvention and dependent patents valid 17 
years after application; addition patents co-termmoiis 
with basic patent Prior published description or public 
use anywhere prejudicial Novelty examination. Opposi- 
tion period 3 months. Compulsory licensing possible 3 
years after grant or 4 ycais from application filing date, 
if inadequately worked, 

Dominican Republic-Invention and revalidation 
patents valid up to 15 years after grant, including 
renewals. Medicines and chemicals patentable if ap- 


proved by Medical Board Public knowledge oi use 
anywhere prejudicial. No novelty examination. Foieign 
patenting or importation no bai. No opposition 
provision. Working requned 5 yeais aftei application, 
not to be interrupted for any 3-yeai peiiod. No 
compulsory hcensing provision. 

Dutch AiitUles~See Nethei lands. 

Ecuador-1 nvention patents valid up to 12 years 
after grant Importation patents valid up to 12 years, 
apply regionally oi over whole countiy. Revalidation 
patent based on, and co-teiminous with, patent owned 
in United States or certain Latin American countries. 
Prior existence or public knowledge in riciiadoi pre- 
judicial, Opposition peiiod 90 days Compulsory li- 
censing invention patents 2 years after giant, if inade- 
quately worked, or if working iiUeirupted tor any 2-yeiii 
period, impojl patents may lapse if working iiUeirupted 
any 6-mont3i peiiod. 

Ethiopia-No patent law. Publication of cautionary 
notices in local press and infoiming govern ment of 
existence of foreign patent may afford some protection. 

Fiji Islands -Patents valid 14 years fioni giant, or 
until corresponding first foreign patent expiies. Confir- 
mation patents co-termmous with U.K. patents also 
gianted. No novelty examination. Use or publicity in 
Fiji prejudicial. No working or compulsory licensing 
provisions. 

Finland-Invenlion patents valid 17 yeais aftei 
application. Prior publication m any foini anywhere, or 
public disclosure piejudicial. Novelty examination. Op- 
position period 3 months. Compulsoiy licensing or 
revocation possilile 3 yeais aftei giant or 4 years Iroin 
application date, if inadequately woiked, or if needed to 
woik anothei patent. 

Fraiice-lnvention patents valid 20 yeais fiom filing 
date. Law also provides foi ’^Certificates of Utility,” 
issued for 6 yeais. Public knowledge anywheic, including 
publication of a corresponding patent in an official 
journal, prejudicial. Novelty examination foi invention 
patent, not utility certificate, applications. C’oinpulsojy 
licensing possible 3 yeais after giant or 4 yeais after 
patent filing date, if inadequately worked, or if woiking 
discontinued for any 3 -year peiiod. Special legislation 
applies to patenting of phaimaceutical products. Under 
“deferred examination” proceduic patent applicant lias 
2 years to postpone request foi novelty examination, 
except in pharmaceutical cases. If no request made 
during that period, application conveited to one for 
“Certificate of Utility.” No opposition piovision but 
application laid open foi 18 months to permit public 
comment. Patents applied for before new law effective 
date (1/1/69) remain subject to former law. 

Gambia— Patents only obtainable as confirmation of 
U K. patents. Request must be made within 3 years of 
U.K. patent giant date, 

Germany, Democratic Republic of— Exclusive or 
industrial (economic) patents granted, Valid 18 years 
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from application filling date Publication, use East 
Gernuuiy, described printed publication anywhere pre- 
ludiciaL Exclusive patent vests ownership rights in 
registrant. Compulsory heense may be ordered, if not 
sufficiently worked. Industrial patent vests rights m 
registrant, also any third parties authorized by Patent 
Office, after applying thereto for license. Patent Court at 
Leipzig has jurisdiction infringement cases. 

Germany, Federal Republic of— Invention patents 
valid 18 yeais alter application. Prior public use in 
Gcimany oi punted descriptions anywheie (including 
patent applications and registcied utility models) pre- 
judicial, All applications given pieUnunaiy scieening. 
Applications opened toi public inspection ioi 18 months 
after lihng. Applicant can postpone full novelty exami- 
nation lequesl for 7 ycais; il no lequest made by that 
time, application lapses. Opposition period 3 months, 
Compiilsoiy licensing possible at any lime, revocation 
possible 2 yeais attei first compulsory licenses if 
inadequately woiked. Patenting m United Slates consti- 
tutes woiking in Geimany. 

Ghana -Patents only obtainable as confirmation of 
U.K, patents, except those foi phaimaccuticals. Request 
must be made within 3 yeais of U.K. patent grant date, 

Gieece-Patcnls valid 15 years aitei application. No 
Novelty c.xa mi nation. No opposition pi o vision Revoca- 
tion possible 3 yeais aftei giant, if inadequately worked; 
comiiulsoiy licensing po.ssiblc if needed to woik anothei 
patent. Advcitised offeis ol licensing may be considered 
woiking. Owneis of coitesponding U.S patents ex- 
empted fiom working lequnemciil. 

Guatemala -Invention patents valid 15 years altei 
giant, impoitaiion patents co-tcrminous with basic 
patent up to 15 yeais. Inventions to be patentable must 
meet positive ciitciia listed in the patent law, pnoi 
public knowledge in Ciuatemala piejudiciaJ for iinpoita- 
tion patents, anywheie foi othei patents. Novelty 
examination. Opposition may be filed within 40 days 
after first publication. Compulsory licensing possible 1 
yeai aftei giant if inadequately woikecl or il working 
inteiruptcd foi any 3-nionlh peiiod. 

Guyana-InveiUion patents valid 16 yeais aftei 
application. Publication, woiking, sale, oi use in Guyana 
prejudiciaL Novelty examination. Opposition period 2 
moiUlis. Conipulsoiy licensing or i evocation possible 
aftei 3 yeais if inadequately woikcd. Patent legistiation 
should be niaikcd on product. Confirmation patents 
based on U.K. legist rat ion also issued, 

Haiti— Invention and levahdation patents valid up to 
20 years aflei giant, including renewals, addition patents 
co-tei minous with basic patent. Public use or publication 
any wild e more than 1 ycai pnor to application pre- 
judicial. No novelty examination, opposition, compul- 
sory licensing or woiking pjovisions. 

Honduras-Invcntion patents for nationals valid up 
to 20 years after grant, foi foreigners, granted for life of 
basic patent. Prior publication or use in Honduras 
prejudicial for iinpoit patents, anywhere for other 


patents. Novelty examination. Opposition period 90 
days. If patent is not worked within 1 year after grant, 
patent lapses Patent marking necessary to maintain 
infringement actions 

Hong Koiig-Patcnts only obtainable as confir- 
mation of patents gianted in the United Kingdom. 
Application for protection must be filed within 5 years 
of U.K. patent issue date. Hong Kong patent expires 
with correspond mg U.K patent, 

Hiiiigary-Palents valid 20 years from application 
tiling date. Application first examined toi formalities 
and published, if accepted. Applicant or otliers then 
have 4 yeais to lequest complete novelty examination, 
otherwise application considered abandoned. Pnor use 
or publication anywhere piejudicial. Opposition period 3 
months aftei lull exammalion. Compulsory licensing it 
patent not worked within 4 years ot filing or 3 years 
iioni giant whichever is later, 

Iceland “Invention patents valid 15 yeais after 
grant, Pnoi publication anywheie, including use or 
display in Iceland, piejudicial. Novelty examination. 
Opposition peiiod 12 weeks. Compulsory licensing 
possible 5 yeais aftei grant if inadequately worked or 3 
years after grant if needed to work anothei patent. 

India- Invention patents valid 14 years after applica- 
tion, othei than for foods and drugs. Food and drug 
pi o cess patents valid 7 years Prior public knowledge or 
use in India prejudicial. Novelty examination. Opposi- 
tion peuod 4 inontlis. Compulsory licensing possible 3 
years after giant for inadequate working All patented 
articles must be marked witli nuinbej and year of patent, 
Recipiocal prioiity lights granted on basis of applica- 
tions filed in certain Commonwealtii countries. Not 
member of Paiis Union. Applications pending on April 
20, 1972, aic granted toi 5 years or 7 years fioin 1972 
date, whichever shoitoi, 

Indonesia - Pending pas.sage of patent legislation, 
applications may be filed witli the Indonesian Justice 
Depaitinent. Although applications will not be acted on 
until a patent law is pas.sed, tliey will reportedly be given 
piioiity ovei later filings. 

Il an -Invention patents valid up to 20 years after 
application, addition or improvement patents co- 
lei minous witli original. Importation patents co- 
terminous with foieign patents. Except for import 
patents, prior publication in official publications or 
journals anywheie, piejudicial. No novelty examination. 
Opposition period not specified. Revocation possible 5 
yeais after giant if inadequately worked. No compulsory 
licensing provision, 

Iraq-lnvention patents valid 15 yeais from date of 
application, patents of importation for unexpired term 
of then foieign basic patents up to 15 years. Prior public 
knowledge or use anywheie prejudicial. No opposition 
piovision. Patent must be worked within 3 yeais and not 
discontinued for 2 years, othei wise subject to com- 
pulsoiy license oi revocation. 
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Ireland— Invention patents valid 16 years aftei appli- 
cation, exceptionally renewable up to 10 years when 
inadequately remunerated Prior public use or know- 
ledge anywhere prejudicial. Novelty examination. Op- 
position period 3 months. Compulsory licensing possible 
3 years after grant or 4 years after application date, if 
inadequately worked. Revocation possible 2 years after 
first compulsory license. Importation does not consti- 
tute woikmg. Patent registration should be marked on 
product, 

Israel- Invention patents valid 20 years after appli- 
cation, Prior publication, use, or sale anywhere pie- 
judicial. Novelty examination. Opposition peiiod 3 
months. Compulsory licensing possible 3 yeais after 
grant or 4 years after application date, if inadequately 
worked, revocation possible 2 years after first com- 
pulsory license. 

Italy— Invention patents valid 15 years after applica- 
tion. Pharmaceutical products and processes are not 
patentable. Prior public knowledge anywhere prejudicial. 
No novelty examination or opposition provisions. Com- 
pulsory licensing possible if inadequately worked 3 years 
after grant, or 4 years after application or if working 
interrupted for any 3-year period. Exhibition may 
constitute working, but not importation, 

Jamaica— Invention patents valid 14 years after 
application, renewable 7 yeais, confuination patents 
based on foreign patents co-terminous with original. 
Prjoj publication or public use m Jamaica prejudicial, 
except for confirmation patents. No novelty examina- 
tion. No opposition provision. No working or com- 
pulsory licensing provisions. 

Japan-Inventioii patents valid 15 years from date 
application published, cannot exceed 20 years apphea- 
tion filing date. Application open to public inspection 
18 months from filing date, Examination can be 
postponed 7 years at applicant’s request; if no request 
for examinalion made at that tune, application lapses. 
Publication anywhere or public knowledge or use in 
Japan prejudicial. Novelty exaim nation, Opposition 
period 2 months. Compulsory licensing possible 3 years 
after registration or 4 years after filing, if inadequately 
worked or if needed to work another patent. 

Jordaii-Invcnlion patents valid 16 years after appli- 
cation. Pnoi publication, use, or sale in Jordan pre- 
judicial. Novelty examination. Opposition period 2 
months. Compulsory licensing or revocation possible 3 
years after grant, if inadequately woiked. 

Kenya— Patents only obtainable as confirmation of 
U.K, patents. Request must be made within 3 years of 
U,K. patent grant date, 

Korea, Republic of~Inveiition patents valid 12 
years after grant or 1 5 years after application, whichever 
is less. Public knowledge or use in Korea, or appearance 
in publications distributed in Korea prejudicial. Novelty 
examination. Opposition period 2 months. Compulsory 
licensing or cancellation possible 3 years after grant if 


inadequately woiked or if working interrupted for any 
3 -year period. Patent registration must be marked on 
product. 

Kuwait-Jnvention patents valid 15 yeais after 
application, renewable 5 years. Special patent for medi- 
cines, pharmaceuticals, or foods valid 10 years, Recent 
publication or use in Kuwait prejudicial. No novelty 
examination. Opposition period 2 montlis. Compulsory 
licensing possible 3 years aflei giant if inadequately 
worked or if workuig interrupted for any 2-year period. 

Laos- Flench Patent Law of 1844 appbcable. Appli- 
cation should be filed with Superior Appeal Tiibunal of 
Vientiane. 

Lebanon-invention patents valid 15 years after 
application. Prior publication anywhere prejudicial. No 
novelty examination. No opposition provision. Woiking 
required 2 years after grant. For nationals of Paris Union 
countries, however, allowance period is 3 years. No 
compulsory licensing provisions. Diiect offer to license 
one capable of working the invention may constitute 
woiking, but importation does not, 

Lesotho (formerly Basutoiand)-Confirmation pa- 
tents based on Union of South Africa patents, issued for 
remaining term of coiresponding patent in latter coun- 
try, U.K, patent automatically piotected for its dura- 
tion; no local legistration oi confumation lequired. 
Marking of article to indicate patent de.sirable. 

Liberia -Invention patents valid 20 years after grant. 
Prior public knowledge, publication, or use in Liberia 
prejudicial. No specific exclusions from patentability. 
No novelty examination. No opposition provision. 
Working required 3 yeais after grant. 

Libya—Invention patents valid 15 years after appli- 
cation, renewable 5 years. Processes for making food- 
stuffs, medicines or pharmaceutical prepaiations patent- 
able for 10 years. Public use or publication in Libya 
prejudicial. No novelty examination. Opposition period 
2 months. Working lequired in Libya oi country of 
origin within 3 years, 2-yeai extension possible. Com- 
pulsory bcensing can be ordered at any time, 

Liechtenstein-Swiss patents automatically valid 
without any required foirnalities. 

Luxembourg-Invention patents valid 20 years after 
application. Piior public knowledge or use anywhere 
piejudicial. No novelty examination oi opposition pro- 
vision, Compulsory Ucensing possible aftei 3 years, 
nonworking for 3 years can also result in revocation. 

Malawi—Invention patents valid 16 years from 
application filing date Prior public use or knowledge in 
Malawi, or in printed publications anywhere prejudicial. 
No novelty examination. Opposition period 3 months. 
Compulsory license can be ordered, if patent not 
sufficiently worked within 3 years. 

Malaysia— Federation consisting of former areas of 
Malaya, Sabah and Sarawak; each still has separate 
patent law. In Malaya and Sabah, U.K. patent is 
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applicable, it must be registered separately witliin 3 
years of U.K. grant, in each territory to be in torce, 
remains in force for the duration of U K registration. In 
Sarawak, application may be filed any time based on 
patent in lire United Kingdom, Singapore, or Malaya. 

Malta-lnvention patents valid 14 years from appli- 
cation, renewable 7 yeais. Publicity anywheie pre- 
judicial. No novelty exanunation. Opposition period 2 
months. Compulsory licensing possible, if not woikeil in 
3 yeais. 

Maiiritins-Invention patents valid 14 years from 
application, renewable for like peiiod. Publicity or use in 
Mauritius prejudicial No novelty examination. Opposi- 
tion peuod I month. No working or compulsory 
licensing. 

Mexico “Invention and impioveincnl patents valid 
15 years after application, 12 years if not commeiciaily 
worked. Recent piior publication, patent, or working 
anywhere prejudicial. Novelty examination. No opposi- 
tion provision. Working lequiied within 3 years and not 
discoiitiiuied rnoie than 6 consecutive months otherwise 
compulsory licensing possible. 

Monaco —I nvenlion patents valid 20 years after 
application. PubUciLy or use anywhere prejudicial. No 
iiovcUy examination or opposition. Working leqiiired 
williiri 3 years after grant otherwise subject to com- 
pulsory licensing, 

Moiocco— Ailliough country consists of former 
French Morocco, I’angrcr Zone and Spanish Zone, no 
unified patent law ycL exists. Separate application for 
Flench Moiocco must be filed with Industrial Property 
Office at Casablanca, and for Tangier, with Industrial 
Property Bureau in that area. Situation in ex-Spanish 
Zone unclear. 

For Moiocco, invention patents valid 20 years after 
application. Prior public knowledge anywhere pre- 
judicial. No opposition piovisioii. Working required 3 
years after gtaiU for nationals of Paris Union connlrics, 3 
years after application for others; woikiiig not to be 
inteiTupted for any 3-ycai period. Reasonable offer to 
license or sell may constitute working; importation may 
be prcjitdicial, No compulsory licensing piovisron. 

For Tangier Zone, invention patents valid 20 years 
and importation patent 10 years from application. 
Public use oi publication anywhere prejudicial for basic 
invention patents. No novelty examination or opposition 
provision, Working required within 3 years, otherwise 
subject to compulsory licensing. 

Namibia {South West Africa)“Patent matters ad- 
ministered by South African Patent Office, Invention 
patents valid 14 years from application filing date, 
renewable 7 or 14 yeai periods. No novelty examination. 
Prioi use in Namibia, or abroad more than 2 years before 
filing, p I'cj tidier a 1. No opposition. Compulsory license 
possible if not worked within 2 years. 

Naum- Patents gi anted as confirmation of and 
co-tenninous with Australian patents. Must be applied 


for within 3 years ot latlcr^s grant date. No working or 
compulsory licensing provisions. 

Nepal— Invention patents valid 15 years after grant, 
extendible for two additional 1 5-year periods. Apphea- 
tions screened for novelty regarding known or use in 
Nepal, rejected if criteria not met, 

Netherlands- Invention patents granted before new 
law, Jan. 1, 1964, valid IS years from date of grant. 
Under new law, 20 years from end of filing month or 10 
years from end of grant month, whichever period lasts 
longer. Prior publication, public knowledge, or use 
anywhere prejudicial. Novelty examination. Applicant 
has 7 years after filing to request complete examination, 
if no request made by then, application lapses. Opposi- 
tion period 4 months. Compulsory licensing possible 3 
years after grant if madequately worked, at any time if 
needed to work another patent. Patent registration 
should be marked on product. 

Old Netherlands law as of 1948 (not 1956 revision) 
still in effect in Dutch Antilles and Surinam. 

New Zeatand-Invcntioii patents valid 16 years after 
application, renewable up to 10 years. Recent prior 
publication in patent specification anywhere, or publi- 
cation or use in New Zealand prejudicial. Novelty 
examination. Opposition period 3 months. Working 
within 3 years after grant. Subject to compulsory 
licensing at any time for foods and medicines; revocation 
after 2 years, if licensing unsatisfactory. 

Nicaragua*- Invention patents valid 10 years after 
grant. Public knowledge m Nicaragua prejudicial. Pro- 
cesses patentable, but not products. Examination for 
usefulness only. Opposition period 30 days. Working 
required 1 year after grant, not to be interrupted for any 
l-year period. Sworn affidavit and advertised offer of 
sale or License constitutes working. No compulsory 
licensing provision. Patent registration should be marked 
on product. 

Nigeria -Patents granted under former law continue 
until term expires. New law effective December 1 , 1971. 
Invention patents valid 20 years after application. Use or 
publication anywhere prejudicial. No novelty examina- 
tion or opposition provisions. Compulsory licensing 
possible 3 years from grant or 4 years from application 
date, if inadequately worked, 

Norway— Invention patents valid 17 years after 
appheation. Prior publication and use anywhere pre- 
judicial, Novelty examination. Opposition period 3 
months, Compulsory licensing possible 3 years after 
grant or 4 years after application, if inadequately 
worked, if working interrupted or if needed to work 
another patent, 

Oman, Qatar, United Arab Emirates (Abu 
Dhabi, Dubai)-No patent laws. Cautionary notice in 
certain Lebanese newspapers circulating these States 
may afford some protection. 

Pakistan— Invention patents valid 16 years after 
application. Prior public knowledge or use in Pakistan 
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piejudicjal. Novelty examination. Opposition period 4 
months. Working required withm 4 years of grant, 
otherwise compuisory licensing possible. Patent registra- 
tion should be marked on product. Not member of Pans 
Union, but reciprocal priority lights granted to applica- 
tions filed ui certain Commonwealth couiitiies. 

Panama —Invention patents valid up to 20 years. 
Revaiidation patents co-tenninous with foreign patents 
up to 15 years. Prior public knowledge in Panama 
piejudicial. No novelty examination. Opposition period 
90 days Patents may lapse if not worked when one-tlurd 
of term has passed; working not required for revaUdation 
patents. No compulsory licensing provision. 

Pafaguay-lnveiition patents valid 15 years after 
application, confirmation patents co-terininous with 
basic patent up to 15 years. Publication of foreign 
patent 1 year prior to Paraguayan application, or prior 
working or public disclosure in Paraguay prejudicial. No 
novelty examination. No opposition provision- Com- 
pulsory licensing possible it not worked foi any 3-year 
period. 

Peru -Invention patents valid 10 years from grant. 
Precautional patents, based on foreign patents, valid 1 
year only for person domiciled in Peru. Novelty exami- 
nation. Prior use in Peru or publication anywhere, and 
not later tlian 2 yeais from filing date of first foreign 
application, prejudicial. Opposition period 30 days after 
application last published. Working required within 2 
years of grant; period extendable 2 years. Compulsory 
license possible if patentee importing product, local 
working nisiifficient, or needed to work another patent. 

Philippines-Patenls valid 17 years after grant Prior 
patent or published description anywhere, or use or sale 
in the Philippines i year before a pp heat ion prejudicial, 
Novelty examination No opposition provision. Com- 
pulsory licensing possible 3 years aftei grant if patent 
not worked on a commercial scale, or if it relates to food 
or medicine or the article is necessary for public health 
or safety. Patent legistiation must be marked on 
product; otherwise damages for infringement cannot be 
recovered. 

Poland-Regular patents valid 15 years from applica- 
tion filing date. Applications published 18 months aftei 
examination^ formalities. Full exaininalion must be , 
requested within 6 months’ publication. Applicant can 
request provisional examination and grant of provisional 
patent for 5-year duration. Has 4 years after apphcalion 
date to lequest full examination and conversion to 
regular patent, if provisional patent sought fust. Law 
also embodies inventor’s certificate system, similar to 
Soviet Union, with State assuming ownership of inven- 
tions thereunder and granting awaids based on inven- 
tion’s use. 

Portugal— Invention patents valid 15 years after 
grant. Prior publication anywhere or public use in 
Portugal prejudicial Novelty examination in case of 
opposition. Opposition period 3 months. Compulsory 
licensing possible 3 years after grant, if JnadeqiiateJy 


worked, if working in ten up ted foi any 3->ct ; 
li needed to work another patent. 

Rhodesia— Invention patents valid 20 v. ' 
application. Provisional piotection availafiK • 

01 15 months with fine. Use or working ui fC > ' 
publication anywhere prejudicial Novell> t'' »!■ ' 
Opposition period 3 months. Compulsorv - 
possible 3 years fioni grant date or 4 i r 
application date, if not adequately worked 

Roftiania— Invention patents valid 1 ‘-i’' 
application, patents of aiddition for pcru-d 
patent but no less than 10 yeais. fiiven tors' i 'P' 
provided for in law. Filing acceptable if in‘*.M 
pieviously filed or patented in Roinajiia <'i i 
revealed anywhere. No opposition provisinn U 
reqimed 4 yeais after application or 3 yeais ut . 
otherwise subject to compulsory licensing. 

Rwanda— Invention patents valid 20 v.*. .! 

application. Importation patents co-ternuiuuj ^ v i'’. 
responding foreign patents, not to exceed ’u . 
Public use in Rwanda or publication anyvvb ^ 
judicial. No novelty examination or oppOMiUHi V ? 
must be worked within 2 years from dati > ■ ^ 
abroad, otherwise can be cancelled. No wmiu}- 
licensing. 

Ryukyu Islands (Okinawa)- Reverted to I »i’ i j 
15, 1972, Japanese patent law extends to this .ul ' 

Salvador-Inveiition patents valid up ti» I * , 

after grant, lenewable 5 years in exceptional ui v i', 
publication (except in foreign patent docuiMt i 
public use anywhere prejudicial No noveltv i ' j* 
tion. Patent can be applied for based on lorcini i ^ 
if no other publication occurred. Opposition d 
days. No working or compulsoiy licensing prow-i ’ • 
nojiworking may constitute giouiids for exprcqui U' > 
patent. Patent maikmgs on products are coinpul - 

Western Sainon-Two types of patent nplin i 
able. Invention patents based on application’, tii S • 
Western Samoa valid 16 yeais from grant. "< cniti 
patent registration” based on foreign palcm, In-u: -I i 
shortest term of all corresponding foreign patcui - I n • 
must be filed within 2 years of foreign patuu 
Priority dates given to New Zealand apphcatmiu i . i 
on New Zealand patents. Opposition period ^ i:i ‘'Wj 
No working or licensing provisions. 

San Marino— Industrial pioperty rigiiis ulUaj * i 
Italy applicable. 

Saudi Arabia-No patent law. Can puhU^U , . 
tionary ownership notice of foreign palciil u I , ,i 
“Official Gazette” or newspaper for such rights tin , r. . . 
offer in seeking comt action against infringers. 

Sierra Leone-Palents only obtainable * ,i . 
matioii of U.K. patents. Request must be nude witlif ' 
years of U.K. patent grant date. 

Siiigapore-Patcnts only obtainable as coiiiiu . 
of U.K. patents. Requests must be made wuhin ' v m 
of U.K, patent grant. 


38 



Somali *“Foi “Northern Teriitory,” ionncr British 
Somaliland, patents only obUuiable as confii mation of 
U.K. patents, Request must be made within 3 years of 
U K. patent grant. In “Southern Region,” formerly 
Italian territory, patents granted for 15 years Prior 
knowledge of invent ion in country piejudicial. 

South Africa—Patents valid 16 yeais aftei applica- 
tion, renewable up to 10 years. Prioi public knowledge, 
use, or working in South Africa, or publication any- 
where prejudicial. No novelty examination Opposition 
period 3 inonths. Cornpulsoiy licensing possible 3 years 
after grant or 4 years after application, whichever is 
later, if inadequately worked, if needed to work another 
patent, oi for foods, plants, oi medicines. Impoitation 
does not constitute working. Patent registration should 
be marked on product. 

Spain -Invention patents valid 20 years alter grant. 
Patents of importation valid 10 ycais and may be 
applied for by anyone. Recent public knowledge oi 
working in Spam prejudicial for import patents, any- 
wlierc for other patents. No novelty examination No 
opposition provision. Cornpulsoiy licensing required 3 
ycais after grant if not woiked. Importation patents 
must be worked annually to remain in force. 

Sri Lanka— Patents valid 14 yeais attei application, 
renewable in exceptional cases 7 or 14 years; confirma- 
tion of U,K. patent co-terminous with original. Prior use 
or publication in Sri Lanka prejudicial. Novelty exami- 
nation. Opposition pciiod 3 jnonths. Compulsory h- 
censing or revocation possible 3 years after application, 
if inadequately worked, 

Sudan -No patciU taw. Can publish caiilionaiy 
owncrslup notice of foreign patent in local “Official 
Gazette” for such lights Lliis may offei in seeking court 
action against infringers. 

Swaziland— Confii mation patents based on prior 
registration in Union of South Afiica, U.K. patents 
aiiloinatically in force. 

Sweden— Invention patents valid 17 years after 
application, Prioi publication or public use anywhere 
prejudicial. Novelty examination. Opposition period 3 
month s. Conipulsoiy licensing possible 3 years after 
giant Oi 4 years after application, if inadequately 
worked, oi if needed to supplement an earlier patent, 

Switzcrlaiid-Inveiition patents valid 18 years after 
application. Prioi public knowledge in Switzerland oi 
published disclosure anywhere prejudicial. Textile and 
time piece inventions subject to novelty examination 
Opposition period 3 months. Compulsory licensing 
possible 3 years after giant, if inadequately worked, oi if 
needed to woik another patent. Patenting in United 
States satisfies working requirement. 

Syria — Invention patents valid 15 yeais after applica- 
tion. Prior public knowledge anywhere prejudicial. No 
novelty examination. No opposition provisions. Woiking 
required 2 years after grant. No compulsory licensing 
piovision. 


Tanzania- (Consists ol former Tanganyika and Zan- 
zibar areas; now joined as iiulependent State, former 
sepal ate laws lor each aiea still in effect). In fonnei 
Tanganyika, confirmalion of U.K. patents only for term 
of U K. patent, application foi confnmaUon patent must 
be made within 3 years of U.k. patent grant. In former 
Zanzibar, same situation prevails, except that registra- 
tion in that area can be invalidated by manufacture, use 
and sale of invention subject-matter before priority date 
of U.K. patent. 

Thailand-No patent law. Can inform U S Embassy 
in Bangkok and advertise in local newspapers patents 
owned abioad to establish prior use should law be 
enacted recognizing such use. 

Trinidad and Tobago-Jnvenlion patents valid 14 
years after grant, renewable for 7 years. Prior public use 
in Tniudad or Tobago prejudicial. No novelty examina- 
tion or opposition. Compulsory licensing possible, 

Tunisia- Invention patents valid up to 20 years after 
application. Prior publication, public knowledge, oi 
public use anywhere prejudicial. No novelty examina- 
tion. Opposition period 2 months. Working required 3 
years aftei grant (2 years for non-Paris Union nationals), 
not to be interrupted for any 2-year period. Importation 
not considered working, could invalidate patent. No 
compulsory licensing provision. 

Turkey-Patents valid up to 15 yeais after appli- 
cation, patents of importation granted co-teiminous 
with basic foreign patents. Prior publication anywhere 
prejudicial. No novelty examination. No opposition 
provision. Compulsory licensing possible 3 years after 
grant, if inadequately worked or if working interrupted 
for any 2-yeai period. 

Uganda -Patents only obtainable as confirmation of 
U.K. patents. Request must be made within 3 yeais of 
U.K. patent giant date. 

United Arab Emirates— See Oman, Qatar 

USSR- Soviet law provides foi granting of either 
patents or inventors’ certificates for new inventions. 
Patents are granted of 15 years’ duration after applica- 
tion, inventors’ certificates have unlimited duration. Full 
examination is made tor novelty and usefulness, based 
on prior Soviet and foreign patents and publications and 
prior Soviet inventors’ certificates. No opposition pro- 
vision for patents, but annul me nt always possible. No 
working provLSion. Compulsory licensing possible. 

United Arab Republic (Egypt)“Inventioii patents 
valid 15 years after application, renewable 5 years, food 
and drug process patents valid 10 years. Public use or 
publication in Egypt prejudicial. No novelty examina- 
tion, Opposition period 2 months. Compulsory licensing 
possible 3 years after grant if inadequately worked, if 
working interrupted for any 2-year period, or if needed 
to work another invention. Revocation possible 2 years 
aftei first compulsory license. 

United Kingdom— Invention patents valid 16 years 
after application, renewable 5 or 10 years where 
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inadequately remunerated. Prior public disclosure in the 
UnUecl Kingdom, or in foreign patent specifications 
available ui the United Kingdom, prejudicial. Novelty 
examination. Opposition period 3 months Conipulsoiy 
licensing possible 3 years after grant, if inadequately 
worked. Revocation possible 2 years after first com- 
pulsory license, 

Certain newly independent countries in the British 
Commonwealth have already estabhshed or are in the 
process of developing their own national patent codes. 
In the me ant line, such countries continue to use 
pre-indepejiidence procedures and facilities m providing 
patent protection within their respective territories. 
These countries, as well as tliose of the British Common- 
wealth that now have separate patent laws, are covered 
separately and alphabetically in this article. Generally, in 
such countries the only patent protection available is by 
means of the registered confirnriation of a U K. patent 
which must take place within 3 years of the original 
U.K. grant. 

Uruguay— Invention and related improvement pa- 
tents vahd 15 years after grant; revalidatioii patents 
granted for unexpired term of foreign patents but not to 
exceed 15 years; must be applied for within 3 years of 
basic patent* Prior public knowledge anywhere pre- 
judicial, Novelty examination. Opposition period 20 
days. Compulsory licensing possible 3 years after grant, 
if not worked. Importation or nominal working does not 
constitute working. 

Venezuela -Invention and improvement patents is- 
sued for 5 or 10 years after grant at owner’s request. 
Revaiidation patents (based on prior foreign filing) 
co'tennmoiis with basic patents issued up to 10 years. 
Patents of uitroduction available to non-owner of 
foreign patent; are granted for a 5-year term, but do not 
protect against imports. Publication in Venezuela or 
public knowledge anywhere prejudicial for invention and 
improvement patents. Prior public knowledge in Ven- 
ezuela prejudicial for introduction and revaiidation 
patents. Novelty examination for invention and improve- 
ment patents. Opposition period 60 days. Working for 
aJJ patents must be effected 2 years after grant. 
Thereafter, working must continue for 2 consecutive 


years for 10 year patent and 1 year lor 5 >tMr v ' 

Exploitation in Venezuela in beu ol Ju.r ' 
constitutes working for invention, inipru'. vi.i 
revaiidation patents. Introduction patents 
worked by local manufacturer. Nocoinpnivu. 
provision. Failure to meet working require^ i 
result in revocation. Patent registration in mu b i 
on pioduct. Not member of Pans Union bur - 
foreign patent has priority light to ohliim \ 
patent if he applies within 12 months oi Uu' i ’ > 
grant. 

Yemen— Yemen Aiab Republic (prcviMu’ 
doin of Yemen) has no patent law Cauiioirir', 
local newspaper may be recognized in local u mc i 

People’s Democratic Republic of Yeiuvii il 
Aden) grants patents only as confiriiicili' 'u 
patents, to be apphed foi within 3 years ui I f 

Yugoslavia-Patcnts valid 15 years after .ip( , 
publication. Publication or description aiu wi 
sale, use, or display in Yugoslavia prejudiciit \ 
examination. Opposition period 3 nionlhs, ( «mi, 
licensing possible 3 years after grant if ni rt m 
worked, if working in term p ted for any 3-yLMr p> 
if needed to work another patent. Revotaliun p.. 
years after first compulsory license. 

Zaire (Kinshasa)— Invention patents vaiul bt 
after application and importation patents i 

with basic foreign patents. Piior patent or piii i 
anywhere (except for import patents) or puhli » 
the Zaire prejudicial No novelty examinahnn 
tioii, compulsory licensing or working provisnm > 

Zambia-Patent pieviously registered m nkt I , 
tion of Rhodesia and Nyasaland m force in / iHii } 
remainder of unexpued leun. Patents vjJu) 1/ 
after application. Printed publication any wIkul * | 
knowledge or use of invention in Zambia prciiid' . 
novelty examination, Oppo.sitioii period 3 numt! 
advertisement of acceptance of patent spcLiii 
Compulsory licensing possible 3 months a Her jn * r 
grace period on patents relating to food or inedk,, 
inadequately worked. 
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ANNEX A 


Member Countries of the Industrial Property Unions as on January 1975 

I 

International Union for the Protection of Industrial Property (Paris Union) * 


fountlcd by the Paris Convention (1883)» revised at Brusaels (1900), Washington (1911), The Hague (1925), London (1934), 





Lisbon (1958), and Stockholm (1967) 

Member Connlry ** 


ClaoB 

Stnrliii|;'<tnt(> of iiieinborship 

Latest Act by the Country is botiiul 


cboAcn 

111 tlic Union 

ami tlatc from which it is hoiiml 

- 



— 

. . 

Algeria ‘ 


VI 

March i, 1066 . 

Lisbon; March 7, 7966 

Argentina ^ . . 

, 

III 

Febrixary iO, 1967 

Lisbon: February 70, 1967 

AiiBtralin ' ^ 


III 

October 10, 1925 . . . 

London: June 2, 1958 

Stockholm: August 25, 1972^ (administration) ft 

Austria .... 

. 

. IV 

January 1, 1909 

Stockholm: August 18, 1973 

Belgium . . . 


. Ill 

July 7, 1804 . . 

Stockholm: February 12, 1975 

nUA/JL 

• ‘ 

. Ill 

JULY 7, 1884 ... 

THE HAGUE: OCTOBER 26, 1929 

STOCKHOLM. MARCH 21, 197, (ailmmistralion) ft • 

Bulgaria .... 

.... 

. V 

Juno 13, 1921 . . . 

Stockholm: May 19 or 27, 1970 ^ (substance) t 

May 27, 1970 (administration) tt • 

Cfl/ficro«?i - 


VII 

May JO, 1964 .... 

Lisbon: May 10, 1964 

Cnnndn ' . . 

. , 

II 

June 12, 1925 . . . 

London: July 30, 1951 

Stockholm: July 7, 1970^ (administration) tt 

Central African Repnhlic'^ 

. VI 

November J9, 796,3 

Lisbon; November 19, 1963 

Chad ^ 

. 

. VII 

November 19, 1963 . . 

Stockholm: September 26, 1970 

Congo ^ , . . 

. 

. VII 

September 2, 1963 . . 

Lisbon: September 2, 7963 

Cuba 

. . . . 

. VI 

November 17, 1904 

Stockholm: April 8, 1975 • 

Cypius .... 

, 

. VI 

January J7, 7966 . . 

Lisbon; January 17, 1966 

O/ccboslovalun . , 

. . . 

. IV 

October 5, 1919 . . 

Stockholm; December 29, 1970 • 

Dahomey ^ , 

. 

VII 

January 10, 1967 . 

Stockholm: March 12, 1975 

Denmark^ . . . 

• • 

IV 

October 1, 1894 , . 

Stockholm April 26 or May 19, 1970 * (siil}8iancc)T 
April 26, 1970 (administration) tt 

DOMiNK.AiN uianiHLic: . , . 

. VI 

JULY 11, 1890 .... 

THE HAGUE: APRIL 6, 1951 

Kgypt 

, 

. VI 

July 1, 1951 .... 

Stockholm: March 6, 1975 • 

Finland .... 

.... 

, IV 

September 20, 1921 . 

London: May 30, 1953 

Stockholm: September 15, 1970 * (administration)!! 

France ^ . 

. 

. I 

July 7, 1884 ... 

Lisbon: January 4, 1962 

Gabon ’ * 


. VII 

February 29, 1964 

Lisbon; February 29, 1961 

Gorman Democratic 

Republic . 

. Ill 

May 1, 1903 “ . . . . 

Stockholm: April 26 or May 19, 1970* (substance) t 
April 26, 1970 (administration) ft 

Germany, Federal RepiibUc of 

. I 

May 1, 1903 . . . 

Stockiiolm: September 19, 1970 

Greece * . . . . 


. V 

October 2, 1924 . , 

Loudon: November 27, 1953 

Haiti 


VI 

July 7, 7958 . ... 

Lisbon: January 4, 1962 

Holy See* . . 


VI 

September 29, 1960 . 

London: September 29, 1960 

Hungary .... 


. V 

January 1, 1909 . . 

Stockholm: April 26 or May 19,1970* (substance)! 
April 26, 1970 (administration) tt • 

Iceland . . . 


VI 

May 5, 1962 . , . 

London: May 5, 1962 

liidonesiu ^ . 


. IV 

December 24, 1950 , 

Londoti: December 24, 1950 

Iran .... 


. IV 

December 76, 7959 

Lisbon: January 4, 1962 

Ireland .... 


. IV 

December 4, 1925 . . 

Stockholm; April 26 or May 19, 1970 “ (substance)! 
April 26, 1970 (administration) tt 

Israel * .... 


. V 

.March 24, 1950 . , . 

Stockholm: April 26 or May 19,1970* (substance)! 
April 26, 1970 (administration) tt 

Italy^ 


. I 

July 7, 7887 

Lisbon: December 29, 1968 

Ivory Coast ’ 


. VII 

October 23, 1963 , 

Stockholm: May 4, 1974 

Japan ^ . . . . 


. I 

July 75, 7899 . 

Lisbon; August 21, 1965 

Jordan^ .... 


. VII 

July 17, 1972 . . . . 

Stockholm: July 17, 1972 

Kenya 


. VI 

June 14, 1965 . . . 

Stockholm: October 26, 1971 

Lebanon .... 


. VI 

September I, 1924 . 

London: September 30, 1947 
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McmLcr Country 

Class 

.Starling-tlatc of nicnibershiii 

Latest Art 1)\ wlurli tlif Country is lion ml 

cliasen 

111 tin' Union 

and dale from whirli it is bound 

LieclitensteiD 

VII 

July 14, 1933 , . 

Stockholm: May 25, 1972 

Luxembourg 

VI 

June 30, 1922 

Stockholm: March 24. 1975 

MadngaBcar ‘ 

VII 

December 21, 1963 . . . 

Stockholm: April 10, 1972 

MalnivM® 

. VII 

July 6, 1964 .... 

Stockbolm: June 25, 1970 

Malta'- . . 

, VII 

October 20^ 1967 

Lis6ort; October 20, 1967 

Mauritania ® 

. VII 

April ii, 1966 . . 

Lisbon: April 11, 1965 

MexUo' , . 

. IV 

September 7, 1903 

Lisbon: May 10, 1964 

\fonaco- - . . 

VII 

April 29, 1956 . 

Lisbon; January 4, 1962 

Morocco . . ... 

VI 

July 30, 1917 . . . 

Stockholm; August 6, 1971 

Netherlands “ . 

III 

July 7, 1884 . 

Stockholm: Jaiiiinry 10. 1975 

New Zealand * . , . 

V 

July 29. 1931 

London. July 14, 1946 

Niger ’ . . 

VII 

July 5, 1964 . . 

Slockliolni: IVJarcIi 6, 1975 

IVigeria 

VI 

September 2, 1963 

Lisbon' September 2, 1963 

Norway 

. IV 

July 1, 1885 ... 

Stockbolm: June 13, 1974 

Phiiippines 

. VI 

September 27 1 1965 

Lisbon: September 27, 1965 

Poland 

III 

November 10, 1919 . . 

Stockholm: March 24, 1975 • 

PorlngaF'*' , . 

. IV 

July 7, 1884 .... 

London; November 7, 1949 

Republic of Viet-Nam ’ . 

VI 

December 8. 1956 . 

London: December 8, 1956 

Romania ... 

. IV 

October 6, 1920 . 

Stockholm: April 26 or May 19,1970® (8iib8taiice)t 
April 26, 1970 (administration) tt • 

San Marino . 

VI 

March 4» 1960 .... 

London: March 4, 1960 

Senegal ‘ 

VII 

December 21, 1963 . . 

Stockholm: April 26 or May 19,1970^ (BitbBtnnce)t 
April 26, 1970 (ndrainistrnlion) tt 

Soiilli Africa 

. IV 

December 1, 1947 

Stockholm: March 24, 1975 • 

Sofi//iem Rhodesia . 

. VI 

/fpn7 6,7965 . . . 

Lisbon' April 6, 1965 

Soviet Union 

I 

July 1, 1965 

Stockholm: April 26 or May 19, 1970 ® (8nb8lance)t 
April 26, 1970 (adminislralion) tt • 

Spain . ... . , , 

IV 

July 7, 1884 

Stockholm t April 14, 1972 

Sri Lanka ‘ . 

, VI 

December 29, 1952 . . 

London: December 29, 1952 

Sweden . . . . 

. Ill 

July 1, 1885 

Stockholm: October 9, 1970 (snbstaiicc) t 

April 26, 1970 (administration) tt 

Switzerland 

, III 

July 7, 1884 

Stockholm: April 26 or May 19,1970® (substance)! 
April 26, 1970 (administration) tt 

Syrian Arab Republic* . . 

YII 

September 1, 1924 . . . 

London: September 30, 1947 

Togo 

VII 

September 10, 1967 . . 

Lisbon; September 10, 1967 

Trinidad and Tobago * , , 

, VI 

/Iwgusfc J, 1964 

Lisbon; August 1, 1964 

Tunisia® ... . , . 

. VI 

July 7. 1884 

London: October 4. 1942 

Turkey ® 

VI 

October 10. 1925 

London; June 27, 1957 

Uganda 

vn 

June 14, 1965 .... 

Stockholm; October 20, 1973 

United Kingdom . 

I 

July 7, 1884 . . . 

Stockholm: April 26 or May 19,1970® (substance)! 
April 26, 1970 (administration) tt 

United Republic of Tanzanio • . 

VI 

June 16, 1963 . . 

Lisbon: June 16, 1963 

United Slates of America 

. I 

May 30, 1887 .... 

Stockholm: August 25, 1973 (substance) f 

September 5, 1970 (administration) ft 

Upper Volta , . 

. VII 

November 19, 1963 , . 

Lisbon: November 19, 1963 

Uruguay^ 

. VI 

March 18, 1967 .... 

Lisbon: March 18, 1967 

Yugoslavia . ..... 

. IV 

February 26, 1921 . . . 

Stockholm: October 16, 1973 

Zaire ... , , 

. VI 

January 31, 1975 . . 

Stockbolm: January 31, 1975 

Zambia 

(Total: 81 countries) 

. VI 

April 6, 1965 , 

Lisbon: April 6, 1965 
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‘This list includes all the cutitics to which the Convention has been declared opplicalile It does not imply any expression of opinion na to the 
Ic^al status of any country or territory or of its authorities 
Explanation of type* 

Heavy lypct countries which have accepted the Stockholm Act (1907) in its entirely 

Italics' countries which have accepted the Lisbon Act (1958) and countries which have accepted the Lisbon Act and the Stockholoi Act 
(1967) except Articles 1 to 12 of the latter 

Ordinary type; conntricB which have accepted the London Act (1931) and countries which have accepted the London Act and the Stockholm 
Act (1967) cyept Articles 1 to 12 of the latter 

(iAPl I AL LLTILIIS rminlr) which has accepti d the Hague Act (1925) and roiiiilry i\lnch has aiceplfd llu* Hapiu' \ct ami llie bloi k 

holm All {1967) exttpt ArliHei. 1 to 12 of the latter 

f “ Siibatoiico ” means Articles 1 to 12 and, unless the date tinder ** administration ” is earlier, Articles 10 to 30 

tt ‘‘ Administration ” means Articles 13 to 17 and, unless the date under ” substance” is earlier or where there is no entry “substance,” Articles 
10 to 30, 

• Witli (lie tli'i iauilion provided for in \rtiile 28(2) 

t The Convention wns previously apphod, as from the dates indicated, on the territories of what arc now the following countries Australia 
(August 5, 1907), Canada (September ), 1923), Indonesia (October 1, 1888), Israel (September 12, 1933), Jordan (Cis Jordan only, September 12, 
1933), New Zealand (Sepleinhcr 7, 1091), Sri Lanka (June 10, 1905), Trimilad and Tobago (May 14, 1908), U R of Tan 2 ania (Tanganyika 
only, January 1, 1938). The Couvention was previously applied, from various dates, on ihc Icrnlories of what arc now tlic following counines, 
Algeria, Cameroon, Central African Kcpublic, Chad, Congo, Dnbomuv, Gabon, Ivory Coast, Madagascar, Mauritania, Niger, Republic of Viet* 
Nam, Senegal, Togo, Upper Volta 

- 'i'lus eoiiiitry lins di'iiosiled the notificdtioii proxidid uiidei Article 30{2) of the Simkbolm \et (1967) ll may tlnis exi rrise ibo rights pruvideil 
for 111 Art nil's 13 to 17 of the Aet as if it were hoiiiiil In those .trlicles It is Kinsideriil ii jnernbi r of llie Assi lublv Tliese two privileges expire 
on April 26, 1975 

'' Australia i xteiidi d the a|>p]i(ation of the Hague Art (1925) to Nrv\ Guinea and Pupuu vvitli effect from I’ehruary 12, 1931, and to Norfolk 
Island iukI Naniu with effeit from Jnlv 29, 1936 Vnslraliu extended the iipplieation of the I an don t (1911) In New Giiima, Norfolk Island 
and Pupil a with effeet fioin February 5, 1960, 

^ Acceptance excluding Articles 1 to 12 

® These arc the nltcrnnlivc dales of entry into force which the Director General of WIPO communicated to the Slates concerned. 

® Including tlic Faroe Islands 

7 Denmark extended the iippliralion of the Storkhotm Act (1967) to the Faroe Islands with effict from August 6, 1971 

® Iiiclndiiig the Dcparlmcnls of Guadeloupe, Guyonc, Mortiniquc and Reunion and all Overseas Territories. 

9 Date on which the adhesion of the German Empire took effect. 

The Fedeialion of Khodesin and Nyasaland, a Heiiii'nutonoinoiis rnembor of the CominonwenUli, aterded to the Loniluu Act (1931) as from 
April I, 1958 'I’lie Convention i oiitiiined to Ik applied to Malawi (Ny nsalaiid) and to /ainliia (Northern Rlioilisia) as a result uf declarations 
of eohliiimlv mid inxtriimenls of aicessiuii deposited with the Swiss (hnifederatioii, tlie depositary of the Lisbon Vt t (1958) Throiigli the 
Jiite rmuliiii V of llu Linlnissv of tlie United kingdom, a drclaratnui of continiiilv iiinl an instrument of aecession were deposited bv the Gov* 
eniini'iil of Snulliern HliodesJii vv^itli the Swiss (^onfeileralion, v\bich on Martli 6, 1965, notified llus d< puvil and that tin accession would laki 
i Ffei'l on Apiil 6. 1965 Tina nolifiialion gave rise to a loinmunication of Mareh 30, 1965, from iht' (foveriiitienl of (.aim rooii Ry its cotn- 
in'iiiiealion of Dei ember 6, 1968, iJie Government of tlie United kingdom re((tieslt d the Interinitional Ilureau to transmit in the fnlnre all 
( u|uiniini« atioiiB iiileniled for tbe lUiodesian autbonlies to tlio (Jovi rtnenl of the United kingdom 

Tin* Netherlands extindeil to t'nriii,iio and biiririam the appiiiatiAn of the Gonvintion vvUli iffeci from July 1, 1890, and of the Loiidon Act 

(1931) with effeet from August 5, 1918 The uiHhuinuit of ratifii atioii of the .Stockholm Act (1967} was deposited for the kmgilom iti Eiirojie, 

Siiriniim and tin Netherlands AntilUs 
liii liKliiig the \/oM8and Madeira 

Till* United Kingiintn extended the appliintioii of the Lislioii Ait (1958) to the llaliaitius with i ffi'el fioiti October 28, 1967 

H The United Stales of Aiiieiiia extended the appli(ation of tin Lisbon Ait (1958) to \inern,iii Samoa, (,nam, Pmrto Kiiu and Virgin hlniuk 

vsilh effeil from Jill) 7, 1961, and lias extended the uppiiLation of the Stoekluilin Ail (1967) to all lerniorn s and pussessimib of the llniteu 

SlateH, Jill hiding the Gumiiionweajtli of Pui rto Rieo, as from August 25, 1973 
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WORLD TRADEMARK LAWS REVIEWED 


By JOSEPH M, UGHTMAN 
Foreign Bmmess Practices Division 


U.S exporters generally regard adequate trademark 
protection abroad for their goods and services as 
essential to development of foreign markets, A trade- 
mark provides important identification for a firm’s 
products and services in foreign markets as it does m the 
United States and also serves as the focal point around 
which that firm can develop its advertising and sales 
promotion campaigns. The mark also symbolizes to the 
buying pubhc the goodwill, quality standards and 
reputation inherent in the firings products and services. 

The United States adheres to several treaties under 
which exporters and other businessmen are entitled to 
receive, in about 95 countries, the same treatment under 
trademark laws as those countries extend to their 
own nationals (national treatment). However, the United 
States is not a party to any agreement whereby a U.S. 
trademark registration is automatically recognized and 
protected m a foreign country or vice versa. While U.S. 
nationals have riglUs to apply for and receive trademark 
registrations in countries with which the United States 
has treaty arrangements, they must, nevertheless, pro- 
ceed under the laws of each country to obtain these 
rights. 

The basic multilateral agreement on trademark 
rights to which the United States is a party is the Pans 
Union International Convention for the Protection of 
Industrial Property, to which about 80 other countries 
have also adhered (see Annex A on page 41). The United 
States also adheres to the General International Conven- 
tion for Trademark and Commercial Protection of 1929, 
to which nine other Western Hemisphere countries are 
party (see box on page 54), 

All of these conventions embody the national 
treatment principle, as well as certain special advantages 
for the U.S. businessman seeking trademark protection 
abroad. Such rights include a 6 months ‘Tight of 
priority” which is created by filing a first trademark 
application in the United States or another inembei 
country, followed by the filing of a corresponding 
application in any other convention country within the 
next 6 months. The effect is to give the second-filed case 
the same status as if filed on the same date as the first. 

Also, under a Paris Union Convention Revision 
'dopted in 1958, a U.S. national may register his 
demark in any country adhering to that Revision 
■'Ut 52), if it is otherwise a proper application, 
out the need of a prior registration of the same 
. in the United States. The new revision also 


strengthens protection for marks for services, as well as 
those for goods. 

The United States has also concluded a number of 
bilateral arrangements with members of the above 
Conventions, and other countries, under which U.S. 
citizens receive national treatment and other protection 
against discriminatory practices in acquiring and main- 
tainmg trademark rights. 

There are several international agreements in effect 
under which trademark applications can be filed with a 
central source for protection in a number of countries. 
The United States is not a party to such agreements. 
However, it is desirable for a firm seeking trademark 
protection abroad to have its attorney deteimme the 
cucunistances under which a U.S firm may use lliese 
central fihng procedures. Regionally, such agreements 
currently in effect are the Afiican and Malagasy Indus- 
trial Property Agreement (Union) and the Benelux 
Trademark Convention (see summaries). 

The Madrid Agreement Concerning The Inter- 
national Registration of Trademarks, which is organized 
on an international basis as distinct from a regional basis, 
is adhered to by 23 countries. Under its provisions, a 
trademark first registered nationally in a membei coun- 
try can be applied for by the owner in the other 22 
countries through a single filing with the World Intellec- 
tual Property Organization (WIPO) Central Bureau in 
Geneva. The Bureau, upon receipt of the application, 
distributes it to the othei member countries for pro- 
cessing and, it qualified, registration by each in accord- 
ance with its own laws. Countries have a right to refuse 
protection within 1 year from the date of publication of 
the international mark. Under the original Agreement 
text, such registrations were always dependent on the 
prior home registration; if the latter was ever cancelled, 
those in the other countiies became invalid. Under a text 
adopted at Nice in 1957, dependence of subsequent 
registrations on the prior home legistration is limited to 
a period of 5 years. Aftei that time, such marks may no 
longer be terminated by a single action directed against 
the prior home mark. . 

In June 1973, the U.S, participated in a negotiating 
conference which adopted a new Trademark Registia- 
tion Treaty (TRT), pioviding for simplified central fihng 
procedures while containing some basic proceduial 
differences fiom the Madiid Agreement. The TRT 
provides that for a single fee, a trademaik application 
can be filed with the WIPO Central Bureau in Geneva. 
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Unlike filings luulci the Macliid Agiecmcnl, the appli- 
cant will not need a piior home legistration. The filing 
of a TRT application will have the effect of a filing in 
each counliy designated thcieon by the applicant. The 
mark, aftei filing, will then be published and circulated 
by WirO to meinbei countiies whereupon each country 
designated by the aiiplicant lias 15 months within which 
to lefusc legislmtion untlei its national law. if no timely 
refusal is indicated by a designated member country, the 
niaik is deemed legisteicd theie. No member country 
will be able to lefiise a inaik on gioimdsof non-use, nor 
cancel it on such gi omuls for at least 3 years after its 
rcgisLiation. The TRT will come into eltect when five 
coil nines have ratified it, and the U.S, will have to 
amend its Tiademaik Law so as to pi o vide foi registra- 
tion of inaiks prior to use, if it desires to adheie. 

Pioinpl rugisliation of tiademaiks is advantageous 
for U.S. cxpuilcis in those countries where they intend 
to do business and wheic theii products may be 
inaiketed by others. In most countues, trademark 
applicants aie not icqiuied to picsent evidence of use of 
a mark pnoi to icgisUation, This is diffeicnt fiom the 
U S, system wlieie a mark must be used in older to 
acqimc legally recognized ownciship rights. 

In many countiies, the first pcison to apply for and 
acquiie legisliation of a matk is recognized as its lightful 
owiiei. In the Uiitish Commonwealth countiies and 
ccilain oLheis, the applicant must cither show use, or 
specify intended use; in which case the niaik must be 
used within a certain period aftei registration. 

(jcncially, In civil law countries such as France, the 
first applicant is entitled to registiation and protection 
of a luaik regardless of whether it may have been 
previously used by anothci party. In these countries 
which have no piior use requirements, registiation of 
marks owned in the United States are sometimes 
acquired by poisons without authority of the U.S. 
owner. Such poisons then use these registrations to 
prevent the owncis of tiic trademark rights in the United 
States fiom im polling then goods, or to compel them to 
license the marks to lire registrants, oi to employ the 
latter as local distributors in order to do business in Iheii 
countries. 

Unlike patents, trademark legistrations can be re- 
newed indefinilely. Then initial duration and renewal 
periods vary fiom country to country. In countries with 
laws patterned on the British system, it is usually 7 
years, lenewable foi 7 to 14 yeais thereafter. In most 
other countries, it is 10 to 20 yeais. Most countries 
require a tiademaik to be used within a specified period 
after its registration, otheiwise it is subject to caiicella'* 

... 

Vaiious countries, primarily those in the British 
Commonwealth, have a “Registered User'' requirement 
in Lheii tiademaik laws unUei which certain details of a 
trademark license must be recorded with the govern- 
meiiL This lecoulation requirement enables licensor 
enforcement over a licensee's trademarked products, to 
ensure that they maintain the same specifications and 
quality standards as those of the licensor. In other 
countries, the license agreement itself must beregistere 
with the government to be enforceable. 


The most widely used trademark classitication 
system is that currently established under the Arrange- 
nient of Nice Concerning the International Classification 
of Goods and Services to Which Trade Marks Apply, 
adopted June 15, 1957. It consists of 34 product am! 8 
service classes. The system is used by the United Stales 
and about 60 other countries. 

For more detailed data on step-by-step procedures 
to be followed in protecting their trademark rights 
abroad, expoiters should seek advice and assistance from 
competent legal counsel relative to the countries where 
they desire to do business. 

Summaries of trademark laws throughout the world 
follow* 

Afghanistan- Registrations vahd 10 years from ap- 
plication tiling date, renewable for similar periods. First 
applicant entitled to registration. Prior user may contest 
legistration within 3 years. After 3 years, no claims 
against valid registration heard by Commercial Court. No 
use requirement unless ordered by government. 

Africa and Malagasy Union— Members of Union and 
parties to Accord for the Creation of an African and 
Malagasy Industrial Property Office (OAMPI) are Came- 
roon, Central African Republic, Chad, Congo (Brazza- 
ville), Dahomey, Gabon, Ivory Coast, Malagasy Repub- 
lic, Mauritania, Niger, Senegal, Togo and Upper Volta. 
Accord applies to trademarks as well as patents and 
industrial designs; establishes common system for of- 
feung protection in member countries through filing 
with Central Office, Yaounde, Cameroon. 

Trademark appbeation filed with, and registration 
granted by, Central Office has protection of national law 
in eacli member country, valid for 20 years from date of 
deposit (filing date). Renewable for indefinite periods 
No examination or opposition. Registration incon- 
testable on prior user grounds after 3 years. Mark must 
be registered to be recognized as owner’s property right 
in member countries, Marks registered by Central Office 
may be annulled by Civil Tribunals of member countries 
in their territories, if such marks found to be contrary to 
public order, lacking distinctiveness, or liable to public 
deception. Transfers and assignments must be entered 
with the special Central Office Register to be enforce- 
able. 

Albania- Registrations vahd 10 years from applica- 
tion date, renewable like periods. First applicant, as user, 
entitled registration. Applications examined, no opposi- 
tion provisions. Prior home registration required for 
foreign marks to be accepted for registration. Duration 
of foreign mark registration cannot exceed prior home 
registration, 

Algeria -Registrations valid 10 years from applica- 
tion fihng date, renewable for like periods. Registrations 
in force July 3, 1962 valid to 15 years, provided 
registrant made “continuous use" request before Dec. 
24, 1966. Fust applicant entitled to registration. No 
examination or opposition proceedings. Immediate pub- 
lication after registration. Mark must be used within 1 
year of registration Requests for cancellation on 
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grounds of confusion or conflict with another’s mark 
permissible within 5 yciirs of contested registration’s 
date. 

Argentina- Registiations valid 10 years from regis- 
tration date; renewable for similar periods. First appli- 
cant is entitled to registration. Applications examined, 
publislied for opposition, which must be made within 30 
days. Cancellation action on contention registration 
contrary to law must be brought within 10 years of 
registration date; no time limit for bnnging cancellation 
action on prior rights grounds. No use requirement 
except as ordered by government. 

Australia— Registrations valid 7 years from applica- 
tion filing date; renewable 14 year periods. First 
applicant, as user or intended user, entitled registration. 
Trademark registrable Part A, must distinguish appli- 
cant’s goods from others. After 7 years, mark becomes 
incontestable on most grounds. Trademark registrable 
Part B need not be distinctive but capable, in use, of 
becoming distinctive. Part B registration has no incon- 
testability rights after 1 years validity, as does Part A. 
Certification marks registrable Part C. Defensive marks, 
if already registered Part A, registrable Part D, Applica- 
tions examined, pubhshed opposition, 3 months. Mark 
can be cancelled upon proof registered without intent to 
use ox, if no bona fide use within 3 years after 
registration. "Registered User” provisions. Australian 
Trade Marks Act extends to Norfolk Island, Papua and 
New Guinea territories. 

Austria— Registrations valid 10 years from applica- 
tion date, renewable like periods. First applicant entitled 
registration. Applications examined, no opposition pro- 
visions. Prior user claimant can seek cancellation within 
5 years from registration date. No use requirement. 

Bahrein-Trademark registrable (1) if registered in 
United Kingdom or (2) if to be used as local trademark 
in manufacture or sale goods in Persian Gulf States of 
Bahrein, Kuwait, Qatar, Muscat and Oman, and Trucial 
States. Registrations based on corresponding U.K. regis- 
trations are for 5 years from registration date in Bahrein. 
Local trademark registration duration is 7 years from 
application fihng date, renewable lor 15-year periods. 
Foreign trademarks not registered m United Kingdom 
are not registrable, 

Barbados- Registrations valid 7 years, renewable for 
14 years. Person claiming ownership of mark, as first 
user or intended user, may apply for registration. One 
month opposition period. No use requirement. 

Bangladesh (Formerly East Pakistan)— Trademark 
registered in Pakistan before March 26, 197 J, invalidated 
Bangladesh. Revalidation such marks obtainable only if 
applied for before September 13, 1974. Revalidatioiis 
retroactive to registration date in Pakistan for period 
originally granted under Pakistan law. Applications 
pending iii Pakistan March 26, 1971, not valid Bangla- 
desh. New applications must be filed in Chittagong, Text 
of Pakistan law has been adopted. 

Belgium-See Benelux. 


Benelux-Benclux Trademarks Treaty and Uniform 
Trademaik Law, effective January 1, 1971. Establishes 
Benelux Tradeinaiks Office at The Hague covering 
Belgium, Netherlands, and Luxembourg, Registration 
effective all three countries only on basis single applica- 
tion Not possible file for, or secure, registration any 
separate country. Registrations valid 10 years from 
application date, renewable hke periods. First applica- 
tion entitled registration. No examination or opposition 
provisions. Registration effected, if application meets 
i^ormal requirements. Registrations must be used withm 
3 years of issue or during uninterrupted 5-year period. 

Bolivia -Registrations valid 10 years fiom registra- 
tion date, renewable for similar periods. First apphcant 
entitled to registration. Apphcations published for oppo- 
sition within 50 days. Right of ownership becomes 
conclusive after registration is valid for IS months. No 
use requirement, except for pharmaceutical and cliemi- 
cal products. 

Botswana— Registration possible on basis of prior 
registration in South Africa or United Kingdom; valid 
for unexpired term of prior registration. Renewable with 
home registration. No examination, opposition. 

Brazil— Registrations valid 10 years from issue date, 
renewable hke periods. Fiist applicant entitled to regis- 
tration. Apphcations examined, published 60 days oppo- 
sition. Mark must be used within 2 years and not 
discontinued for more than 2 consecutive years. Mark 
registered more tJian 5 years immune troin annulment 
action. Mark covering pharmaceutical product must be 
hcensed by Brazilian Health Department before registra- 
tion. 

Bulgaria -Registration valid 10 years from applica- 
tion date, renewable for sitnilar periods. First apphcant 
entitled to registration and exclusive use of mark. No 
opposition 01 examination. Prior user may contest 
appUcation, if he files own trademark application within 
3 months of objection date. Mark not used for 5 years 
can be cancelled. 

Biirma-No tiademark law. Possible to acquire 
legally recognized owneiship as first usei under Common 
Law. Can lecoid Declaiation of Ownership in Office of 
Registrar of Deeds, Rangoon, and publish caution notice 
in newspapers. 

Burundi” Registrations granted for unlimited dura- 
tion. Peison applying as fust public usei leceives 
registration. No examination or opposition. Registiation 
paesumes valid propeity right unless proof to conliary 
submitted to authorities, 

Cambodia— See France 

Canada -Marks registered under Unfair Competition 
Act of 1932, renewable every 15 years. Those registeied 
undei Trade Mark and Design Act of July 1, 1954, are 
valid 15 years fiom registration date, and are renewable 
for like periods. Person fust to use maik or make mark 
known in Canada, or who previously registered and used 
mark in Pans Union country, or who intends to use 


46 



miuk m Canada is entitled to registiation Applications 
examined for propci foim and content, published for 
opposition within 1 month If no successful opposition, 
application allowed Maik not used 3 consecutive years 
can be cancelled ‘Registeicd User' piovisions. 

Ceylon-See Sii Lanka 

Chile "Registiations valid 10 yeais from registration 
dale; lenewable foi similai peiiods First applicant 
entitled to legistialioii, if fust to use maik continuously. 
Opposition period is 30 days after publication. Two 
yeais after legistiation maik generally becomes mcon- 
losLablc. No use jequuenient. 

China (Taiwan)— Registiation valid 10 years from 
icgistialion date, lenewable like penods. Fust applicant 
entitled to legistration Applications examined, piib- 
lisJied foi 3-month opposition peiiod, Registiations must 
be used within 1 year of legistration and use not 
discontinued for 2 yeais. Cancellation action can only be 
sought within 3 years of registration. 

China (People's Republic of) ^Registiations to foi- 
eigncis issued foi teim fixed in individual cases by 
Central Iiulustiial and Coinmeicial Administration, 
Foieigu nationals may apply only if reciprocal trade- 
maik protection agieement exists between country and 
PRC. No such agreement with United Slates. Possible foi 
U.S. film to assign mark to subsidiary in country having 
such agieement (Canada, United Kingdom, Sweden, 
Aiistiaha, Switzerland, Denmark, Finland, and Itlay) and 
have subsiduuy apply. First applicant entitled to registra- 
tion. No foieign language usable for trademarks in 
domestic liadc but, maiks with foreign language usable 
foi cxpoil pioducts Applications examined, no opposi- 
tion pioceduic. Rcgistcicd mark must be used within 1 
yeai. 

Colombia- Registiations valid 10 years from regis- 
tration date, lenewable foi 5 -year penods, Fiist appli- 
cant entitled to registiation, Piioi use can serve as 
rightful owneiship giounds foi contesting another's 
application oi legistiatioii of similai mark. Applications 
examined, published foi opposition within 30 days. 
Registiation subject to cancellation, if not used willun 5 
yeais. 

Congo (Kiiishasa)“See Zaire. 

Costa Rica- Registiations valid 15 years from regis- 
tration date, renewable for similar periods. First appli- 
cant entitled to registration. No pioprietary lights in 
absence of legistration. Applications examined, pub- 
lished 2 months opposition. No use lequliement except 
foi marks registeied for chemical oi pharmaceutical 
products. No prioi home registration requiiement for 
foreign applicants who have business establishments in 
own countries. 

Cyprus- Registrations valid 7 yeais from appheation 
dale, lenewable foi 14-yeai peiiods. Person claiming 
piopiietoisliip of in aik may apply for its registration. 
First usei lights lecognized. Applications examined, 
publiJjhcd opposition 2 months. Mark registered Part A 


ot Register and not contested tor 7 years cannot be 
challenged except upon proof it was obtained by fraud 
or deception. Mark not used 5 years may be cancelled, 
unless non-use was due to special cue urn stances. 

Czechoslovakia-Registrations valid 10 years from 
application filing date, lenewable foi similar penods. 
First applicant entitled to legistiation Another party 
proving piior use in Czechoslovakia for same class of 
goods may apply for cancellation within 3 years of 
registiation date. Applications examined No opposition 
or use requirement. 

Denmark-Registrations valid 10 years iiom registra- 
tion date, renewable for similar periods. First applicant 
entitled to registiation. Party claiming prior use mark 
after legistration can, within 5 years of registration date, 
secure cancellation from Courts upon proof of such use. 
Examination piovisions, opposition period 2 months. No 
use requirement. 

Dominican Republic- Registrations granted for 5, 
10, 15, 01 20 yeais from registration date, at apphcaiit's 
option; renewable for similar periods. First applicant 
entitled to registration. Examination, but no opposition 
provisions. When trademark applicant finds previously 
registered similar mark, fust legistration can be cancelled 
if used less than one quarter time during which 
newly -apphed-foi maik has been used by applicant. 
Cancellation of registration on grounds of similarity to 
maik previously registered must be sought within 3 years 
after legistration of contested mark. Registered mark 
must be used within 1 year of registration date. 

Ecuador- Registiations vabd 20 years from applica- 
tion date, renewable for 15-year periods. First applicant 
entitled to legistration. Examination procedure; applica- 
tion published for opposition four times, with 1 0-day or 
more intervals between each pubhcation. Prior user 
ciaimant must seek cancellation within 5 years of 
legistration date. No use requirement, 

El Salvador- Registrations valid for 20 years, re- 
newable for similar periods, Fust applicant is entitled to 
registration, prior user may contest registration up to 5 
years. Apphcations examined, published for opposition, 
which must occur within 90 days. If mark not used, or 
use discontinued witliin year after registration, it can be 
cancelled. Foreign-own ed mark used outside country 
meets use requirement. Customs authorities can prohibit 
impoit goods bearing infnngmg marks. 

Ethiopia-No trademark law. May be possible to 
secure some protection by pubhshing cautionary notice 
in newspaper and filing copy of it and home registration 
with Ministiy of Commerce in Addis Ababa. 

Finland-Registration valid 10 years from registra- 
tion date, renewable for similar penods. First applicant 
entitled to registration. Examination provisions; opposi- 
tion peiiod 2 months after publication. Contestability 
on prior use grounds permissible within 5 years of 
registration date. Mark not used 5 years can be cancel- 
led. 
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Fronce-Present trademark law effective Aug. 1, 
1965. Registrations valid for 10 years from application 
filing date. As transitory meabure, all registiations 
effected before Aug. 1, 1965, enjoy 15-year protection 
from appbcation filing date. First applicant obtains 
registration, exclusive ownership of mark even though 
previously used by others Only exception, owner of 
mark already very well known in France as belonging to 
lum rather tlian registrant can sue registrant for cancella- 
tion within 5 years after registrant’s application date. 
Examination for registrability, but not prior marks, no 
opposition proceedings. Mark not used for 5 consecutive 
years subject to cancellation, 

Former French Colonies, now independent coun- 
tries, of Cambodia, Laos, and Mali continue to apply 
earlier French Trademark Law (1857) to their jurisdic- 
tions. Applications should be filed directly in these 
countries. In Guinea, mark must first be registered in 
France to be registered and protected there. French 
1965 law applies to Martinique, Guadeloupe, French 
Guiana, St. Pierre, Miquelon, and French Polynesian 
Islands. 

Gambia-Marks registered in United Kingdom are 
registrable on a co-termiiious basis. Independent applica- 
tions also permissible. Registrations valid 14 years, 
renewable for similar periods. Examination provisions, 
3-inonth opposition period, 

Germany, Federal Republic of-Registrations valid 
for 10 years from application filing date, renewable for 
similar periods. First applicant is entitled to registration 
Registration, not prior use, confers proprietary rights. 
Only exception is recognition of marks in notorious use 
as belonging to original user. Examination procedures 
for registrability, not prior marks. AppUcations pub- 
lished for three months’ opposition. Mark must be used 
within 5 years of registration date, otherwise subject to 
cancellation. 

Germany, Democratic Republic of-Registrations 
valid 10 years from application date, renewable like 
periods. First applicant entitled to registration. Prior 
user, upon proof, can have registration cancelled. Appli- 
cations examined, no provision for opposition. No use 
requirement, but, mark can be cancelled if business in 
which used expires No time limitation for cancellation 
action. 

Ghana- Registrations valid 7 years from application 
filing date, renewable for 14 year periods. Register 
consists of Part A (distinctive marks) and Part B (marks 
capable of becoming distinctive). Fust person applying 
as user or intended user of mark is entitled to legistra- 
tion. Applications examined, published for opposition, 
which must occur within 2 months. Registration can- 
celled if not used 5 years, “Registered user” provision. 

Greece- Registrations valid for 10 years from appli- 
cation filing date, renewable for similar periods. First 
applicant is entitled to registration. Examination pro- 
cedures, opposition period 6 months. Prior user has 
rights if he proves mark is sufficiently known in his 
business in Greece; has 3 years from registration date to 


seek cancellation but teim begins only after first sale by 
registrant. Registration can be cancelled if legistrant fails 
to place on market goods beaiing the mark within 3 
years of legistration date (1 year for periodicals and 4 
years toi pharmaceutical marks) or if legistrant has 
discontinued business or not offered pioducts bearing 
mark for sale for 2 yeais (1 yeai for periodical marks). 

Guatemala -Registrations valid 10 years fiom regis- 
tiation date, renewable foi similar peuods. First appli- 
cant entitled to legistiation. Seaich procedures exist. 
Apphcations published three times for opposition. Op- 
position must be filed within 40 days of first publica- 
tion. No compulsoiy use, except as oidered by the 
government in special cases. Prior home registration 
requirement for U.S. applicants. 

Guinea -See France 

Guyana (formerly British Guiana )-Registrations 
vahd 7 years from application filing date, renewable for 
similar periods. Person applying as fiist user is entitled 
registration. Owner of U.K. registration may also apply 
for registration on this basis. One month opposition 
period. Registered mark not used 5 years can be 
cancelled. Register consists of Part A (for distinctive 
marks), B (for marks capable of becoming distinctive) 
and C (registrations based on those in the United 
Kmgdom). ‘Registered User’ provisions. 

Haiti- Registrations valid 10 yeais from registration 
date, renewable for similar periods. Fust applicant is 
entitled to registration. Prior user can seek cancellation 
within 5 years of registration date. Applications pub- 
lished for opposition, which must be made within 2 
months. For opposition to be accepted opposer must 
also file appUcation foi contested mark, if not alieady 
registered. Mark can be cancelled if not used within 5 
yeais. 

Honduras-Registrations valid 10 yeais from regis- 
tration date, renewable for similar periods. First appli- 
cant IS entitled to registration. Applications published 
three tunes, at 10-day intervals, foi opposition, which 
must be filed within 15 days of last publication. Maik 
must be used for more than a year after legistiation, 
otherwise considered abandoned unless revalidated upon 
fee payment, 

Hong Kong-See United Kingdom. 

Hungary-Registration valid 10 yeais from applica- 
tion filing date, renewable for similai periods. First 
applicant is entitled to legistratlon. Prioi user, upon 
proof, may apply for cancellation. Registeiecl mark must 
be used within 5 years, otherwise can be cancelled. 
Applications examined. No opposition piovisions. 

Iceland- Registrations valid 10 yeais fiom registia- 
tion date, renewable foi similai periods, First applicant 
IS entitled to registiation. Piioi user may contest 
legistration within 5 yeais of registration date. Examina- 
tion procedures. No publication foi opposition; anyone 
desiring to oppose application must request such right 
from Registrar. No compulsory use. 
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India RegisLitUions valid 7 years from application 
filing dale, leiiewable foi similar peiiods First applicant 
who claims ownership through use is entitled to registra- 
tion. Undei ceilain conditions proven piior user may 
also have light to registci maik at same time Register 
divided into Pait A (distinctive marks) and Part B (maiks 
capable ol becoming distinctive) Ccititication and de- 
fensive maiks legistiable Part A. AppBt^ations examined, 
published 3 months’ opposition. Any mark, except 
defensive maik, can be cancelled if not used con- 
tinuously toj 5 yeais, unless non-use was due to 
ciicumstances over which registrant had no control. 
‘Registeied Usei’ provisions. 

Indonesia - Registi a tions valid 10 yeais fioin regis- 
tration date, icnewable loi simihu periods. Registrations 
and lenewals made before Nov. II, 1961, are valid 20 
yeais, Fxclusive lights to mark aie based on its first use 
in Indonesia. Fust applicant considered first user. To 
preserve first usci status, legistianl must use mark within 
6 months of legistiation date Examination, but no 
opposition piovis'ions. Adveisc decisions on application 
appealable to Distnct Court, Djakarta, Cancellation 
petitions also can be filed with that Court, but within 9 
months of legislration’s publication date. Mark must be 
used Within 3 yeais. 

Iraii-Registrations valid 10 yeais from application 
filing date, renewable for similar periods. First applicant 
is entitled to registration. Piior usei claimant must 
contest it within 3 years. Applications made public for 
inspection, opposition; also examined. Allowed applica- 
tions published foi opposition within 30 days. Registra- 
tion, if not used by registrant in Iran oi abroad 
within 3 yeais of effective date, can be cancelled. 

Iraq- Registrations valid 15 years from application 
filing date, lenewable for similar peiiods. Registered 
maik becomes incontestable aftei 5 years, Applicant, as 
usei 01 intended user, is entitled to registration. 
Applications given proliinmary search; published opposi- 
tion three consecutive times; opposition must be filed 
within 90 days of last publication date. Registration not 
useil for 2 consecutive years can be cancelled unless 
ownei p loves non-use was due to circumstances over 
which he had no control. 

lielaiul "Registrations valid 7 years fiom application 
filing date, icncwablc for 14-yeai periods. First applicant 
as usei, Ol intended usei, is entitled to legistration. 
Maiks aie legisteied Part A (distinctive) or Pait B 
(capable of becoming distinctive). Ceitification marks 
registiable Pail A. Pait A registration is incontestable 
after 7 years except on giounds that the mark was 
acquired ihiough fiaud, consists of unmoral or deceptive 
subject mattci. Examination procedures; 1 month oppo- 
sition peiiod, 

Israel - Registi a tion valid 7 years from application 
filing date, renewable for 14-year periods. First applicant 
or prior user is entitled to registration, whichever is 
eaiiicr, Registiatioii is contestable on prior user grounds 
within 5 yeais. Examination procedines, opposition 
period, 3 months. Mark subject to cancellation, if not 
used within 2 years. “Register user” provision. 


Italy- Registrations valid 20 years from application 
filing date, renewable for_ similar periods First applicant 
IS entitled to registration. Prior user has contestability 
rights for 5 years. To .secure cancellation of registration, 
he must show that Ins prior use of mark was sufficient 
for it to be publicly known before contested mark’s 
registration date. No examination or opposition pio- 
visions. Mark must be used within 3 years of registration 
date, must also be used continuously for 3 years. 

Jamaica-Registrations valid 7 years from applica- 
tion filing date, renewable for 14-year periods. Register 
divided into Part A (distinctive) and Part B (capable of 
becoming distincUve). Part A registrations are conclusive 
as to validity alter 7 years First applicant as user, or 
intended user, is entitled to registration. Examination 
procedures, one month opposition period. Registration 
cancellable if unused for five years. “Registered User” 
provisions. 

Japan- Registrations are valid 10 years from regis- 
tidtion dale, renewable for similar periods Frist appli- 
cant IS entitled to registration. Another person widely 
using mark before first application filed may be per- 
mitted to continue such use even after registered by 
someone else. Examination procedure, 2-month opposi- 
tion period. Registration cancellable if not used for 3 
consecutive years (unless there was good reason tor such 
non-use), oi it it is deemed similar to someone else’s 
“well known” mark, or if used in a deceptive manner; or 
if otherwise registered contrary to law. Incontestable 
after 5 yeais except on grounds of misleading use or 
deception. 

Jordan- Registration valid 7 years trom application 
filing date, renewable foi 14-year periods. First applicant 
as usei, 01 intended user, is entitled to registration. 
Examination procedures Opposition period 3 months. 
Registration can be canceled on grounds of non-use or 
no bona fide intention to use during 2 years preceding 
cancellation petition, unless non-use was due to con- 
ditions over which registrant had no control. Mark is 
incontestable 5 years after registration date. Unless mark 
is registered, no infringement damages can be recovered. 

Kenya- Registration valid 7 years from application 
date, renewable foi 14-year periods. Register divided 
into Part A (distinctive) and Part B (capable of becoming 
distinctive) First applicant as user or intended user is 
entitled to registration. Examination procedures. Oppo- 
sition period 60 days. Registiation cancellable if mark 
not used in 5 years “Registered user” provisions. 

Korea- Registration valid 10 years from issue date, 
renewable like period. First applicant entitled to registra- 
tion. Applications examined, published 30 days for 
opposition. Registration must be used within I year 
after issue. Cancellation action limited to 5 years on 
grounds mark registered improperly under law’s criteria. 

Kuwait- Registrations valid 10 years from applica- 
tion filing date, renewable for the same period. First 
applicant is entitled to registration. Registration incon- 
testable after five years. Accepted applications published 
for opposition in three consecutive issues of the Officiat 
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GazeitL' Oppositions must be tiled within 30 days ot List 
publication Mark can be cancelled d not used foj 5 
consecutive years 

Laos -See France 

Lebanon— Registration valid for 15, 30, 45, oi bO 
years, at applicant’s option Renewable for similar 
periods First applicant is entitled to legistration. Prior 
user may contest registration up to 5 years aftei 
registration date Non-registrant who, 5 years aftei 
another’s registration of mark, can prove first use 
thereof can continue use of his mark for up to 10 years 
from existing registration date Examination procedures, 
but no opposition or compulsory use piovisions. 

Lesotho -Registration possible on basis of prior 
registration in South Africa or the United Kingdom, 
valid foi unexpired term of prior registration. Renewable 
with home registration. No examination oi opposition. 

Liberia— Registrations valid for 15 years, renewable 
for similar periods. Infringement action not possible if 
plaintiffs mark unregistered First applicant is entitled 
to registration, but must prove mark not in use by 
anyone else. Examination procedures, but no opposition 
provisions Mark must be used within 2 years of 
registration date; otherwise cancellable. Also cancellable 
if owner neglects legal action against infringer or adopts 
new similar mark. 

Libya— Registrations valid 10 years after application 
fdiiig date, renewable for similar periods. First applicant 
is entitled to registration. Examination procedures, 
opposition period 3 months. Registration incontestable 
after 5 years. Cancellable if not used for 5 consecutive 
years without justification. 

Liechtenstein-Registrations valid 20 years from 
application filing date, renewable for similar periods. 
First applicant is entitled to registration. No examina- 
tion or opposition procedures. Prior user rights recog- 
nized. 

Luxembourg-See Benelux. 

Malawi (Nyasaland)- Marks registered with the for- 
mer Federation of Rhodesia and Nyasnland before 
January 1, 1964, are effective in Malawi for their 
original term Certificate of Registration for such marks 
should be secured and entered in the Malawi Register 
Federation separated in 1963 into Malawi, Zambia, and 
Southern Rhodesia. Marks registrable in Malawi 7 years 
from application filing date, renewable for 14 years. 
First applicant, as user or intended u.ser is entitled to 
registration. Register divided into Part A (distinctive). 
Part B (capable of becoming distinctive), C (certifi- 
cation) and D (defensive). Examination piocedures. 
Opposition period is 2 months. Registration cancellable 
if not used 5 years. Part A registration remaining valid 
for 7 years is incontestable on prior user grounds. 
'‘Registered User” piovisions, 

Malaysia— New Malaysian nation established Sept, 
16, 1963, consists of former Malaya, Sarawak, and 
Sabah (North Borneo). No central trademark law yet 


adopted; each separate State continues to enforce the 
law in effect m its area before that date Otfice of 
Registrar of Trademarks and Patents for Malaya, at 
Kuala Lumpur, Rcgistiai of Trademarks and Patents in 
Singapoie reportedly serving as Registiai for Sabah. 
Saiawak Registrar is at Kuching Registiations for each 
area are valid 7 years fiom application filing date, 
renewable for 14-year peiiods. Registeis in all areas 
divided into Part A (distinctive) and Pait B (capable of 
becoming distinctive). Associated, defensive and certifi- 
cation marks are legislrable. Fiist applicant as usei is 
entitled to registiation. Examination proceduie, opposi- 
tion peiiod 1 month after publication Mark not used tor 
5 yeais cancellable, “Registered Usei” piovisions. 

Mall-French Law temporarily applicable but appli- 
cations for registiations may be filed at Registry of 
Tribunal of First Instance at Bamako. Marks registered 
in France before independence date (Api. 4, 1960) 
should be re-registered. Registrations valid 1 5 years. 

Malta-Registiations valid 14 years fiom application 
filing date, renewable for similar periods. Applicant as 
first user is entitled to registration. Examination proce- 
dures, opposition period 2 montiis fiom publication. No 
use requirement. 

Mauritius-Marks legistrable on the basis of prioi 
U.K, registration or independently. Independent registia- 
tions valid 7 years fiom registration date, leiiewable for 
14-ycar period.s. U.K. -based legistration valid and renew- 
able for term of basic registration. First user entitled to 
registration. No use requirement. 

Mexico-Regjstrations valid 10 years fiom applica- 
tion filing date, renewable for similai periods Fust 
applicant can acquire registration subject to lights of 
prior users and of those foreigners entitled to 6 months’ 
priority rights based on filings abroad. Prior user in 
Mexico can seek cancellation action within 3 years of 
contested mark’s registration date. Examination but, no 
opposition provisions “Registeied User” provisions 

Monaco— Registrations valid 15 yeais fiom applica- 
tion filing date, renewable foi similar peiiods. Exclusive 
right in trademark .seemed by registiation. No substan- 
tive examination or opposition proceduies, or com- 
pulsory use. Prior user may contest legistiation within 5 
years if mark being effectively used by him, 

Morocco (Formerly French Zone)“Foimci Ficncli 
and Spanish Zones of Moiocco, and Taiigiei Zone, 
formed Kingdom of Moiocco in 1956. No unified 
trademaik legislation yet adopted Protection in ex- 
Fiench Zone should be sought through Office Moiocain, 
Casablanca, Foi information on foiinei Spanish and 
Tangier Zones, see separate summaries. Registiations 
issued by Office Moiocain are valid 20 yeais liom 
registration dale and renewable foi similai peiiods. Fiist 
applicant is entitled to legistration, Piioi usei may 
contest registration up to 5 years. No substantive 
examination or opposition pioceediiigs, Registeied mark 
must be used in Morocco oi abioad, otherwise can be 
cancelled. 
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Morocco (Formerly Spanish Zone)-Registrations in 
Spam filed before 1956 lemain valid foi original 
duj aliens, No tacihties foi securing new registrations are 
apparent. 

Namibia (South West Africa) “Trademarks in South 
West Africa Act, effective January 1, 1974. First 
applicant as user, or intended usei, entitled to legistra- 
lion Marks registrable pails A or B. Other piovisions on 
duration, use, opposition and “Registered User” similar 
to those in Trademark Law of South Africa 

Nepal—Maik must be tegistcred to be protected No 
liiiiilation on duiation First applicant is entitled to 
registration; no opposition proceedings. 

NetheilandS“See Benelux. 

New Zealand- Registrations valid 7 years fiom 
application filing date, lenewable foi 14-year periods 
First registrant, as user oi intended user, is entitled to 
registiaUon. Examination proceduies. Opposition period 
3 months Marks legistrable as Pail A (distinctive) and 
Pail B (capable of becoming distinctive). Pait A registra- 
tions aie incontestable on piioi usei grounds aftei 7 
years. Certification, association and defensive marks are 
rcgistiable. Maik can be cancelled if proven it was 
registered without intent to use and it was not used up 
to I month before application filed or, if not used 
Within 5 yeais before cancellation sought. “RegisteiecI 
User” inovisions, 

Tnideniaiks legisteied in New Zealand reportedly 
have validity in the Cook Islands, those legistered in 
New Zealand befoie Jan. 1, 1962, also have eftecl in 
VVcslctn Samoa 

N 1 C aiagua™ Regis tni lions valid 10 yeais from legis- 
tralion dale, renewable for similai peiiods. Fust appli- 
cant IS entitled to regisliation. Subsequently pi oven fust 
use I may have legis nation canceled. Oppositions re- 
fciicd to cenuts foi decision. No compulsoiy use but, if 
business in which inaik is used ceases, or manufacture of 
goods IS suspended foi a yeai, legistiation is consideied 
abandoned. 

Nigeria- Registiations valid 7 yeais fiom application 
date, lenewable foi 14-yeai peiiods Registei divided 
into Pails A (distinctive) and B (capable of distinctive- 
ness). lurst applicant, as user or intended user is entitled 
to legistiation. Opposition period is 2 months from 
public a lion. Registration cancellable if not used for 5 
years. “Regislcied usei” provisions. 

Norway— Registiations valid 10 yeais Irom regis- 
tiatiun date, lenewable foi similai periods. First appli- 
cant is entitled to legistration. Registration contestable 
on fust usei giounds within 5 years of legistration dale. 
Rights to maik, if well known as belonging to pro- 
prietor, can be acquiied without legistration. Examina- 
tion procedures. Opposition period is 2 months aftei 
publication. No compulsory use, 

Oman, Qatar-No trademark laws. Some protection 
available by publishing cautionary notice in certain 
Lebanese newspapers circulating locally. 


Pakistan-Adopted provisions India Trade Marks 
Acl of 1940. Registrations valid 7 years alter application 
filing date, lenewable for 15-year peiiods. First appli- 
cant, as user or intended user, is entitled to registration. 
Pi oven prior user may continue to use mark registei cd to 
another and may be entitled to concuirent registration. 
Applicaitions examined, opposition period is 4 months 
after publication. Registered mark not used on a 
continuous 5-year basis is cancellable. Registration re- 
maining valid 7 years is incontestable “Registei ed User” 
provisions 

Panama -Registrations valid 10 years, renewable like 
periods. Marks owned and used abroad by foreigners 
legistrable only on basis of prior home registration 
Marks used only on goods made locally, registrable by 
first user in Panama. Applications examined, published 
for 3 months opposition. Registration must be used 
within 1 year of issue. Cancellation action by aggrieved 
party can be initiated at any time. 

Paraguay- Registrations valid 10 years Irom registra- 
tion date, renewable for similar periods. First applicant 
IS entitled to registration. Registration only basis upon 
which proprietaiy trademark rights established. Applica- 
tions examined only as to torm, opposition period is 30 
days after publication No compulsory use except as 
oidered by goveinmeiU in individual cases, infringement 
action cannot be brought by registiant after 3 years of 
the fu-st occurrence of infringement or after 1 year from 
day registrant first knew about infringement. 

Peru- Registrations valid 5 years from application 
filing date, renewable for similar periods First applicant 
IS entitled to registiation Applications examined, pub- 
lished for 30-day8 opposition. Mark must be used to be 
renewed 

Philippines- Registrations valid 20 years from regis- 
tiation date, lenewable similar periods. To maintain 
registration owner must file at 5 year anniversaries, 
affidavit that mark still used. First user entitled to 
registration whicli becomes puma facie evidence of 
ownership. Examination procedures; opposition period 
30 days after pubheation. Marks registrable Principal or 
Supplemental Register. Registered marks recordable at 
Customs for seizure infringing imports 

Poland-Registrations valid 10 years from applica- 
tion date, renewable similar periods. First applicant 
entitled to registration and recognized ownership. First 
user may, upon proof, have application rejected or 
registiation canceled Applications examined, published 
for opposition. No compulsory use, Infringement actions 
must be taken within 3 years after occurrence of 
infringing act 

Portugal- Registrations valid 10 years from registra- 
tion date, renewable for similar periods. First applicant 
IS entitled to registration. Prior user claimant may file 
for cancellation within 6 months of original contested 
registration’s date, providing he has not used mark for 
more than 6 months without applying for own registra- 
tion. Examination procedures. Applications published 3 
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months opposition. Registration can lapse if not used 3 
consecutive years. Prior home registration requirement 
for U.S. applicants. Portuguese registration can be 
recorded for protection in colonies of Angola, Mozein- 
bique, Macao, Cape Verde Islands, Timor, St. Thomas, 
and Prince's Islands. 

Rhodesia — Registrations valid 7 years application 
date, renewable 14-year periods. First applicant, as user, 
or intended user, entitled registration. Register divided 
Parts, A, B, C, and D similar to U.K. law. Applications 
examined, published 2 months for opposition. Mark 
must be used within 5 years of registration date. 
Cancellation of Part A registration cannot be sought 
after 7 years of registration date. '“Registered User” 
provisions. 

Romania— Registrations valid 10 years from appli- 
cation filing date, renewable for similar periods. First 
applicant is entitled to registration. Applications ex- 
amined, opposition period 3 months. Registrations 
incontestable after 5 years, except if obtained on 
fraudulent basis, are deceptive, or consist of official 
emblems or insignia. No use provisions 

Rwanda— Mark must be registered to be protected. 
First user is entitled to registration and enforcement of 
rights. Duration unlimited. No examination, opposition 
or compulsory use. 

Ryukyu Islands (Okinawa)— Reverted to Japan, May 
15, 1972, Japanese Trademark Law applies. 

San Marino— No separate trademark law. Trademark 
rights obtained in Italy reportedly applicable. 

Saudi Arabia— Registrations valid 15 years from 
application acceptance date, renewable for similar 
periods. First applicant is entitled to registration Regis- 
tration is incontestable after 5 years. Applications, after 
acceptance, published for opposition for 6 months. 
Person who can prove that he used mark for year before 
It was first registered can continue to use it. Customs 
authorities can seize imported goods bearing marks 
infringing those registered in Saudi Arabia 

Sierra Leone— Registrations valid 14 years from 
application filing date, renewable for similar periods, 
U.K. registrations may be registered in Sierra Leone 
concurrently with original registrations. Register divided 
into Part A (distinctive marks), Part B (marks capable of 
becoming distinctive). First applicant, as user, is entitled 
to registration. Applications examined, published oppo- 
sition for 3 months. “Registered User’" provisions. 

Singapore —Registration valid 7 years from applica- 
tion filing date, renewable for 14-year periods, Regis- 
terer divided into Part A (distinctive marks) and Part B 
(marks capable of becoming distinctive). First applicant, 
as user or intended user is entitled to registration. 
Applications examined^ published opposition for 2 
months. Registration is cancellable if mark not used for 
5 years. Mark can be registered independently without 
prior U.K, registration, except for textile products, 
“Registered User” provisions. 


Somali Republic-Consists of foinicr BiiLish Somali- 
land and Italian Territory of Somalia. Sepal ate Registra- 
tion Offices exist for each area. In foimer British aiea, 
owner of U.K registration can apply for co-teiminous 
registration, “Registeied user” provisions exist, In for- 
mei Italian area, registrations are valid 20 years. 

South Africa— Registration valid 10 yeais fiom 
application filing date, renewable for similar periods 
Registrations on applications filed before Jan. I, 1964, 
are valid 14 years, renewable foi 1 0-year peiiods. Fust 
applicant, as user or intended user, is entitled to 
registration. Under certain conditions, mark being used 
by more than one person can be registered to several 
parties for concurrent use, Marks registrable as Part A 
(distinctive) and B (capable of becoming distinctive). 
Part A registration, if valid 7 years, becomes incontest- 
able on prior use grounds. Applications examined, 
published for 2 months opposition. Also, under informal 
procedures. Registrar can decide conflicting oppositions 
cases with the consent of both parties. Maik cancellable 
if not used within 5 years. “Registered User” provisions. 

Spain— Registrations valid 20 years from registration 
date, renewable for similar periods. First applicant is 
entitled to registration. Registrations incontestable on 
prior use grounds after 3 years, if continuously used by 
registrant and valid during that period. Applications 
examined, published for 2 months' opposition. Can- 
cellable, if not used 5 consecutive yeais, unless such 
non-use was due to jorce mafeure. 

Sri Lanka- Registrations valid 7 years from applica- 
tion (late, renewable for 14-year periods. User or 
m tended user of mark can apply for its registration. 
Another person proving first user at latei date can have 
registration cancelled. Register has Part A (distinctive 
marks) and Part B (marks capable of becoming distinc- 
tive). Applications examined, published opposition 2 
inoiUhs, Mark not used 5 consecutive years may be 
cancelled upon request of an mteiested party unless 
non-use is due to conditions over which registrant had 
no control. 

Sudan- Registrations valid 10 yeais fiom applica- 
tion date, renewable like periods. First applicant entitled 
to registration. Applications examined, published for 
opposition (6 months for local residents, 8 months 
foreigners). Mark must be used during 5 consecutive 
years preceding allegation of non-use by petition to 
cancel, otherwise can be cancelled, 

Surinam-Sec Netherlands. 

Sudan- Registrations valid 20 yeais fiom legis- 
Iration date, renewable for similar periods. First regis- 
trant entitled to proprietary rights m mark. Applications 
examined, published opposition 6 months. Infringement 
proceedings possible by mark's owner only if iL is 
registered. Registration cancellable if not used 2 con- 
secutive years. 

Swaziland— Registrations co-teiminous with those in 
United Kingdom or South Africa. No examination oi 
opposition procedures. “Registered User” provisions. 
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Sweden- Registiatioiis valid 10 yeais from registia- 
hon date, renewable loi sinulut peiiods. Fust applicant 
IS entitled to icgistiation Registration incontestable on 
piioi user giounds aftci 5 yeais. Rights can be acquired 
witbout legistiation wheie niaik achieves wide reputa- 
tion through established use of ownci. Applications 
examined, published opposition 2 months. Registration 
cancellable if not used 5 consecutive ycais 

Switzerland - Registrations valid 20 years fiom ap- 
jhication tiling date, icnewable lor similar periods 
Ownership based on fust use, but maik must be 
legistered to be enfoiced. Applications examined as to 
form and, it saiislactoiy, allowed. No opposition pro- 
cedures. Maiks must be used within 3 years of registra- 
tion; and consecutively toi 3 years theieaftei ; otherwise, 
cun be cancelled 

Syiian Arab Republic- Rcgistiations valid 15, 30, 
45, oi 60 yeais liom legistiation date, at applicant’s 
option. Applications examined; no opposition pro- 
visions. Fust applicant is eiUitlecl to legistration. First 
usei may contest legistiation within 5 yeais, otheiwise 
nuirk becomes mconteslable on piioi user giounds unless 
shown that legisliant knew about piioi use when 
application was filed. Piioi usci who loses lights to 
contest legistiation can continue to use maik 15 years 
aflei date of legistiation. No compulsory use. 

Tangier Zone- Conliriues to maintain Industrial 
Property lUiieau in Tangiei to icceive applications, issue 
legistrations. Rcgistiations valid 20 yeais from applica- 
tion filing dale, icnewable foi similar peiiods. Fast 
applicant entitled registiation. Fust user, desiring to 
coiitesl legistiation, must first file application for lus 
mark. Applications published opposition 2 months, 
Registiation cancellable, if not used 5 years. 

Tanzania -Compiises the foiiner areas of Tan- 
ganyika and Zanzibai, Until a peimanent constitution is 
nuali/cd, liadeinaik laws of each area icmain in force, 
luicli has Regislei divided into Part A (distinctive 
niuiks); Pait B (maiks capable of becoming distinctive) 
riist applicant is entUled to legistration. Applications 
examined. Maiks foi cotton goods or metalwares must 
be legistered liist in United Kingdom. Applications 
published for opposition within 60 days in Tanganyika, 
3 months in Zan/ibai, Registration can be cancelled in 
eitliei countiy, if not used within 5 years. Registrations 
aic valitl foi 7 yeais in Tanganyika, in Zanzibar for 14 
yeais, from application filing date. Renewal period is*foi 
14 yeais in both aieas. 

Thailand -Registrations valid 10 years from applica- 
tion filing date, icnewable for similar peiiods. First 
person applying as owner of mark . is entitled to 
registration. Ownership based on proven first use. 
Infringement pioceedings cannot be instituted on behalf 
of uiiregisteied maik. Applications examined, published 
3 months opposition. Registration not used 5 years 
cancellable. 

Trinidad and Tobago- Registrations valid 14 years 
from application filing date, renewable for similar 
periods, Marks registrable as Part A (distinctive marks) 


or Part B (marks capable of becoming distinctive) First 
applicant, as user or intended user, is entitled to 
registration. Applications examined, published opposi- 
tion 3 months, Marks registered in United Kingdom 
qualify for registration. Reghstration cancellable if not 
used 5 years. “Registered User” provisions. 

Tunisia- Registrations valid 15 years from applica- 
tion filing date, renewable for similar periods. Person 
applying as fust user of mark is entitled to registration 
No examination, opposition, or compulsory use 

Till key -Registrations valid 10 years from registra- 
tion date, renewable for similar periods. First applicant 
IS entitled to registration Registration contestable on 
prior user grounds within 3 years. Applications ex- 
amined as to form, registrability. No opposition pro- 
visions, Ordinarily mark not used 3 years is subject to 
cancellation, nationals of Paris Union countries are 
exempt from such use requirements. Prior home registra- 
tion requirement waived for foreign applicant on show- 
ing he IS engaged m manufacture or trade of particular 
goods. 

Uganda-Registrations valid 7 years from applica- 
tion date, renewable 14 year periods First applicant, as 
user, or intended user entitled to registration. Register 
divided Parts A and B as in U.K law. Applications 
examined, published for 60 days opposition period. 
Mark cancellable if not used within 5 years “Registered 
User” provisions 

United Arab Republic (Egypt)-Registrations valid 
10 years from application filing date, renewable for 
similar periods. First applicant is entitled to registration 
Contestable on prior user grounds for up to 5 years. 
Applications examined, published opposition 3 months. 
Registration cancellable if not used 5 years. 

United Arab Emirates (Abu Dhabi, Dubai, Sharjah, 
Ajinan, Umm al Qaiwain, Ras Al-Khaimah and 
Fujairah)-Ras Al-Khaimah is the only Emirate to enact 
a trademaik law. In other Emirates, Cautionary Notice 
published in ccitain Lebanese daily papers may afford 
some protection. 

In Ras AFKhaimah, registration valid 10 years from 
application filing date, renewable for similar periods. 
Applications, if acceptable, published for 60 day opposi- 
tion period. Registered mark must be used for 5 
consecutive years, otherwise subject to cancellation. 
Registration incontestable after 5 years of use 

United Kingdom-Registrations vahd 7 years from 
application filing date, renewable for 14-year periods. 
Fiist applicant, as user or intended user, is entitled to 
registration. Marks registrable as Part A (distinctive) or 
Part B (capable of becoming distinctive) of Register. If 
vahd 7 years, Part A legistration becomes incontestable 
on prior user grounds. Applications examined, published 
for opposition within I month. Application refused for 
Part A can be amended for possible registration as Part 
B, Registration cancellable anytime on proof that it 
was obtained by fraud, consists of scandalous matter, is 
misleading or deceptive, has lost distinctiveness, or is 
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Pan-Amencan Trademark 
Conventions to which 


U.S, adheres 




1910* 

1923^ 

1929- 

Bolivia 

X 



Brazil 

X 

X 


Colombia . 



X 

Cuba 

X 

X 

X 

Dominican Republic 

X 

X 


Ecuador 

X 



Guatemala 



X 

Haiti 

X 

X 

X 

Honduras 



X 

Nicaragua 



X 

Panama 

X 


X 

Paraguay 

X 

X 

X 

Peru 

X 


X 

United States 

X 

X 

X 

Uruguay .. 

X 




‘ Convention for protection of trademarks, signed 
at Buenos Aires Aug. 20, 1910; entered into force 
for U.S. July 31, 1912, 

^ Convention for the protection of commercial, 
industrial, and agricultural trademarks and com- 
mercial names. Signed at Santiago Apr. 28, 1923; 
entered into force for the U.S. Sept 30, 1926 
^ General inter-American convention for 
trademark and commercial protection. Signed at 
Washington, Feb. 20, 1929; entered into force for 
U.S, Feb. 17, 1931 

Source: U.S. Dept, of Stale. 


otherwise contrary to law Applicant can obtain prelimi- 
nary advice from Registrar whether mark qualifies for 
Part A or B. If advised that mark is registrable and 
applies within 3 months, but application rejected, filing 
fee IS refunded Mark removable from register if not used 
continuously for 5 years. ^‘Registered User'* provisions 

Many newly independent States which were for- 
merly British Colonies, now have new and independent 
trademark Jaws Some still recognize or require prior 
U K, registration These countries aie summarized sepa- 
rately. Present British colonies and possessions generally 
fail into following broad categories regaiding trademaik 
protection afforded 

(1) Areas which provide protection only on the 
basis of existing registration in the United Kingdom, 
such as British Honduras, Falkland Islands, Gilbert 
Islands, Grenada, Gibraltar, St. Helena, Solomon Islands, 
Seychelles. Trademark registrations in these areas usually 
run fox the duration of basic U.K. registrations 


(2) Areas wlieie one can apply foi independent 
registration oi secure protection based on existing 
registration in the United Kingdom, such as Anligua, 
Bahama Islands, Beimuda, British Virgin Islands, Biunei, 
Dominica, Fiji Islands, Monscrrat, Nevis, Anguilla, St. 
Vincent and St. Lucia Registrations in these areas aie 
usually gianted tor 7- or 14-year periods. 

In Hong Kong, trademark registrations must be 
applied for on an independent basis undei 1954 Ordi- 
nance. Register is divided into Part A (distinctive inaiks) 
and Part B (capable of becoming distinctive). Registra- 
tions valid 7 years (14 years if registered before Januaiy 
1, 1955), renewable for 14-year periods Mark becomes 
incontestable prior user grounds after 7 years registia- 
tion Apphcations examined, published for opposition 2 
months. Must be used withm 5 years. “Registered User” 
provisions. 

USSR-Marks registered foi term specified by appli- 
cant up to 10 years fiom application filing date, 
renewable on same basis. First applicant entitled registia- 
tioii. Unregistered mark not enforceable. Applications 
examined, if satisfactory, allowed. No opposition pio- 
ceedings. Patent Bureau of the USSR Chamber of 
Commerce acts as agent for foreign applicants. Approved 
application reserved 3 months, if not completed by 
applicant, it is considered abandoned. 

Uruguay- Registiatio ns valid 10 years from legistra- 
tion date, renewable for similar periods. Fust applicant 
IS entitled to registration. Contestable on piioi user 
grounds up to 2 years attei registration date. Applica- 
tions examined, published Official Gazette Opposi- 
titions must be filed within 20 days of last publication. 
No compulsory use 

Venezuela- Rcgistiations valid 15 yeais from regis- 
tration date, renewable for similai periods. First appli- 
cant IS entitled to registration. Registeicd maik is 
contestable on prior use grounds up to 2 years after 
registration date Applications examined, if satisfactoiy, 
piibhshed for opposition within 30 days Registiation 
not used continuously 2 years is subject to cancellation. 

Western Samoa-Two legistiatioii systems, one 
based on overseas and other on non-oveiseas registia- 
tions. Owner of foreign mark acquued aflei Decern bei 
18, 1972 may apply foi legistration within 2 yeais of 
earliei registration date. Maik legisteied before that date 
may be registered by December 19, 1974, if complies 
with law’s registiation criteria. Bona fide local users of a 
mark have priority over other applicants. Owners of 
New Zealand legistiations registeied befoie Januaiy 1, 
1962, have piiority over other applicants, if marks 
applied foi befoie Decembei 19, 1973 Registrations 
based on oveiseas marks have duiaticn co-teimmous 
With latter Registrations not so based have 14-year 
duiation, icnewable like peuods. Applications examined, 
published 3 months’ opposition" period. Maik must be 
used within 5 yeais of registiation. 

Yemen (People’s Democratic Republic of)-No 
tiademaik law, except in Aden territoiy, where U.K, 
registrations may be legistered for duration original 
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rogistiulion, PublicalK^n cautioniny notice in newspapei 
only means ol scciuing any othci piotcction that may be 
available, 

Yemen Aiah Republic No tiacleinark law. Publica- 
tion cautionaiy notice in local newspaper may afford 
some piotcction. 

Yugoslavia -Registiations ussuccl on an unlimited 
basis so long as legisltaiU continues to pay lequiicd 
iKivaiicc lees foi yeais of protection desned. Registia- 
tioiis usually lenosved on 10-yeai basis. Fiist applicant is 
entitled lo legistialion Registiatioii may be contested 
on ]Mioi usei gi omuls wiiiun 3 ycais ol icgistiation date. 
Applications examined as lo loini, legisiiability, ex- 
istence ot conflicting legisliations, if satisiactoiy, al- 
lowed, No opposition piovisions. No compulsory use. 


Zambia (formerly Noifherii Rhodesia )-Marks pre- 
viously legistered for the formei Fedciation of Rhodesia 
and Nyasaland lemain m effect in Zambia foi their 
original term Maiksare registiable m Zambia foi 7 years 
fioni application filing date, renewable foi 14 years. 
First applicant, as iisei or intended user, is entitled to 
registialion. Registei is divided into Parts A (distinctive 
maiks), B (maiks capable of becoming distinctive), C 
(ceitification marks) and D (defensive maiks) Applica- 
tions examined, if salisfactoiy , published for opposition 
within 2 months. Registration cancellable if not used 5 
yeais. Part A legistiation valid for 7 years is incon- 
testable on prior usei grounds ''Registered User” pro- 
visions 

Zaiie -Marks registered tor unlimited period Regis- 
tration gianted first applicant but party later proving 
fust use acquires legal ownership. No examination or 
opposition provisions. 
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WEBB-POMERENE ACT: OVERLOOKED BY EXPORTER 


By VINCENT TRA V AG UNI, Director 

Office of International Finance and Investment 


Manufacturers and exporters are taking a fresh look 
at an export incentive measure approved by Congress 
over 50 years ago— the Webb-Pomerene (Export Trade) 
Act of 1918, subtitled An Act to Promote Export Trade, 

Basically, the Act provides qualified exemptions for 
export trade associations from tJie prohibitions of the 
Sherman Antitrust act of 1890 and the Federal Trade 
Commission and Clayton Acts of 1914. This limited 
exemption from the antitrust Jaws is conditio iied by 
safeguards to domestic business competition, and there 
must be no restraint of the exports of any domestic 
competitor. 

One of the important purposes of the Act was to 
facilitate exporting by sinallei companies. In general, a 
Webb-Poinerene association may act as the export sales 
agent of the members, arrange transportation for the 
goods of the membeis, agree upon prices and terms of 
trade for sale of the members’ merchandise abroad, and 
arrange for distribution of the products in foreign 
markets. 

Many exporters are unaware of the cost-cutting 
advantages offered by ineniberslup in such associations. 

Association Export Activity 

There are at piesent 34 legistered export associa- 
tions with over 300 membea companies (see Annex A, 
page 59), Existing associations are merchandising a 
variety of products in foreign commerce ranging from 
mechanical pencils to phosphate rock. 

Since inception of the Act, about 260 associations 
have been organized and well over 4,000 member 
companies have utilized the Act’s permissive exemp- 
tions. The largest association formed to date consisted of 
some 277 members, although associations have been 
organized with as little as two members, 

Webb-Pomerene associations accounted for about 
$1.5 billion of U,S. exports in 1971, or about 3.5% of 
the U,S. total exports of $43,6 billion in that year. The 
present percentage of total U,S. exports assisted by 
Webb-Pomerene associations compares with 2% in 1920 
and a high of 17.5% in 1930, 

IIow much of total exports cunently reported can 
be ascribed directly to the influence of the Export Trade 
Act is not known. In the early years of the Act and 
through the thirties, it was customary for associations to 
participate strongly in marketing operations. Today, 
however, a large percentage of the associations perform 


functions which, though related to the sales of their 
members’ products abroad, do not necessarily represent 
actual buying or selling foi expoitation by the associa- 
tion. 

For example, about one-fouith of the cuii’enl 
associations actually ship the product and fix the price 
and teims and conditions of sales of their membeis’ 
products abroad. Other associations perform a variety of 
functions such as developing new markets, maintaining 
trademarks, collection of maiketing infoimatioii, han- 
dling and remission of funds, and dissemination of 
statistical matter. 

Although these functions relate indiiectly to expoi- 
tation of the product, they do not include those primary 
functions necessaiy to consummation of a sale to a 
foreign buyer. In these terms, the importance of export 
trade associations to total U.S. cxpoits would appeal to 
be less today than formerly. 

Diversity in Size 

There is a wide diveisity in film .size among the 
members of the associations. Some have corpoiale 
members relatively laige in size, others are composed of 
small business units, and still others are a combination of 
both large and small producers. Experience indicates 
that the successful export associations generally restrict 
themselves to a single commodity or gioup of related 
commodities. 

Also, opeiations are most apt to succeed if the 
industry is one in which a limited number of producers 
account for the major pioportion of pioduction, and 
these leading producers are association members. Asso- 
ciations formed to handle a diversified line of non- 
competmg products soon decided that joint export 
operations were not suitable foi exploitation of unic- 
lated goods. 

Althougli firms representing the widest lange of 
industry have been included in export associations at 
one time or another, those groups which have survived 
longest tend to be associated with a few specific and 
fairly homogeneous products. Foodstuffs (especially 
grains and flour, milk, dried fruit, and vegetable oil), 
certain mmeral pioducts, wood and paper products, 
motion pictures, and electrical equipment have been 
favorites. 

Some associations have handled goods that aie 
normally branded or trademarked, but manufacturers 
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have generally been unwilling to nsk the substitution of 
a common association label oi tuulemaik foj their own 
paiticular biancls. It would appear that highly specialized 
and well-known biandcd products geneially aic able and 
prefer to “go il alone.” A notable exception is the 
machine tool associations, which weie organized chiefly 
to provide technical assistance and ciedit in markets too 
small to support sepaiate facilities foi each exporter, but 
even in this instance the goods are maiketed under 
member’s individual biand names. 

Forming on Export Association 

Legal foimaliUes ioi setting up a Webb-Fomerene 
association aie simple. The Act loquiios only that the 
association file with the Fedeial Tiadc ComiyiLssion 
(FTC) within 30 days after its oiganization. 

o A vciified wiitten statement setting forth the 
location of its offices oi places of business, 

• Names and addresses of all its officeis, stock- 
holders and membeis, 

• 11 incorpoialcd, a copy of the ceitificate or 
articles of incorpoialioii and by-laws, oi if unin- 
corporated, a copy of the ai tides oi con ti act of 
association. 

'File Act also lequiies associations to file on the first 
of Januaiy eveiy yeai a statement incorporating any 
changes in tlie above infoimation which may have 
occuned during tlie calendai yeai. No other legiilai 
repoits are requned foi legisti alien, though the Fcdeial 
Trade Commission which adinnisteis the Act, may, 
from time to time, icquiie infoimation from the 
association concerning its organization, business con- 
duct, piactices, management, and iciation to othci 
associations, coipoiations, paitneiships and individuais. 

If the C'onimission has reason to believe that the law 
has been violated, it investigates and then makes 
recommendations foi leadjustinenl of the association’s 
business. Should an association fail to comply with the 
recommendations, the Commission lefers the maltei to 
the Attorney Ceneial for appiopriate action, 

Oidiiiaiily an expoil association is foimed at a 
meeting of lepiesentalivcs of the industiy involved, and 
m some instances all pioducers mteiested in expoit have 
been invited to join. Some associations, thciefore, 
rcs>rcsent a huge percentage of an industry or a large 
proportion of the cxpoit commodity to be sold, but this 
is not always tiue. Also thcic may be more than one 
association within an industry. 

No expoitei seeking membership in an association is 
known to have been refused although memberships m 
some instanecs me limited. When the Act was passed, the 
fear was cxpiesscd that an expoitcr would have to turn 
over all of his existing business to an association on 
joining. This has not proved tine, however, since 
members of some associations have continued theii 
independent off oils outside of the association. Such 
independence tends to weaken the association and laise 
objections by other members. 

In most instanecs the associations follow the lines of 
coop ei alive organization— that is, they usually opeiate 
on f) nonpiofit or expense basis. If the association is 


incorpoiated, stock mav be divided with refeience to 
size or volume of exports, or the stock may be of 
nominal value with each member holding one share. If 
the association is not incorporated, the initial member- 
ship fee IS usually the same lor all members, but 
assessments to meet expenses are on a commission basis 
or represent a percentage of sales made for each 
member. 

Nature of Exemption 

The Sherman AntUiust Act, which prohibits con- 
tracts, combinations or conspiiacies m restraint of trade, 
and monopolization, also applies to commerce with 
foreign nations, including U.S export and import trade. 
Section 2 of the Webb-Pomerene (Export Trade) Act 
exempts from these prohibitions associations formed for 
the sole purpose of engaging in export trade anti actually 
engaged solely in export trade. The exemption includes 
agreements made or acts by the association in the course 
of export trade. 

Exemption under the Webb-Poinerene Act, how- 
evci, applies to any association operating under the aegis 
of the Act only if U does not do any act which 
“artificially or intentionally enhances or depresses puces 
within tile United Stales of commodities of the class 
exported by the association, or substantially lessens 
competition within the United States or otherwise 
restrains trade therein.” 

In explaining this piovisioii, the Senate Committee 
on Inteistalc Commerce stated: 

“While we realize that any sales in foreign com- 
meice may incidentally and temporarily result in the 
increase m prices of the same article to home consumers, 
these associations ought not be permitted to so conduct 
their affairs as to artificially or mtentiomilly and unduly 
enhance piice>s of the commodities in winch they are 
dealing to the home consumer.” 

Section 3 of the Webb-Pomerenc Act provides an 
exemption from the merger provisions of Section 7 of 
the Clayton Act witli respect to member companies 
buying stock in an export trade association, thereby 
making it legal for competing sellers to join together if 
there is no restraint of competition within the United 
States. 

Section 4 of the Act broadens Section 5 of the 
Federal Trade Commission Act to include unfair 
methods of competition used in cxpoit trade, “even 
though the acts constituting such unfair methods are 
done without the icnitorial junsdiction of the United 
States.” 


Association Functions 

The purpose of llie Webb Act is to encourage the 
export of U.S. pioducts. The association may serve as 
export agent for the member companies, taking orders, 
negotiating sales, and handling the shipment of the 
goods. Or, the association may purchase the members’ 
products for resale in foreign markets, under terms and 
conditions agieed upon by the members. 
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SojTie associations employ agents and inaiiUain 
ottices abroad The expense of developing the sale of 
in embers' products through advertising and introducing 
them in new markets may thus be shared by all the 
members. The association may bid on and secure large 
orders for shipments over a long period, which a single 
company could not handle. Il can fill orders for a variety 
of grades, styles and dimensions by allocating the 
business among members 

Pnce-lixing, allocating quotas lor export, setting 
agreed terms of sale, and adopting uniform sales con- 
tracts are other association functions. Through the 
association’s power to make joint shipping arrangements, 
important savings may be effected. 

Praclically all of the associations perform informa- 
tional services for the members They collect and 
disseminate trade information on market conditions 
abroad, foreign credits, slocks available for export by 
the members, the toreign exchange situation of certain 
foreign countries, tariff requirements, shipping rules and 
regulations, foreign laws affecting loreign trade, and 
other data of value to U.S lirms seeking export business. 

Not Exempted 

in Federal Trade Commission recommendations for 
readjustment and in court decisions generally, the 
following conduct has been found to be outside the 
Webb exemption (the list is not intended to be a 
complete catalog of ail possible illegality) 

Combination or joint operations witli foreign pro- 
ducers; agreements with U.S firms which are not 
association members; establishment of joint manu- 
facturing foreign subsidiaries, restrictive joint iicensmg 
activities; restriction of members’ patents, preventing 
imports into the United States; denying members giving 
reasonable not ice™ for example, 1 year- the right to 
withdraw from the association, or foicing former mein- 
beis to export through the association indefinitely, 
accepting foreign customers or their representatives into 
an export trade association, requiring members to sell all 
their products in export exclusively through the associa- 
tion. 

Court Interpretation 

The amount of court interpretation of the Webb 
Act IS limited, there have been only two cases which 
offer signiticant help. 

The most important court construction of the Act 
occurred in 1950 in a case in which a Federal District 
Court held illegal an arrangement by four American 
Webb association members to establish jointly factories 
in England, Germany, and Canada The decree of the 
court required termination of the joint control over 
these foreign companies and the court confined the 
association’s activities to the specifics of the statute—a 
combination tor engaging solely in export trade. 

The Department of Justice had argued that it was 
unlawful for the dominant U.S. manufacturers of coated 
abrasives, which contiolled four-lifths of the U.S export 


trade in that commodity, to combine tor i)i 
exporting exclusively thiough one corpor.iri' 
which they could lix puces, quotas, and ,il 
in foicign markets. The court noted, hov. 
was not unlawful, stating 

“Now it may veiy well be that 
export company does inevitably atfed tvt- 
toreign commerce of those not in the jimih ■ 
and does bring tlie members of the cntcrpjj 
together as to affect adversely the mein her i 
in domestic comrneice. Thus, every expiu? 
may be a restraint, But if theie are only tin- 
consequences an cxpoit association is luu 
restraint. The Webb-Ponierene Act is an 
Congressional will that such a restraini 'di 
nutted And the courts aie required to r 
giiidging .suppoit to the policy of the Wvhl t' 
Act as to the policy of the Sherman Act.” 

The court stated further that “The u\ii. ' 
tour-fifths of an industry into one exp^ui 
foieseen by Congress . . . and accordingly, r* 
held that the association, which combiiK'<S i' 
entue industry could lawfully fix export pri‘, • * 

the court replaced the provision binding nuu ’ 
period of 20 years, by a ‘Teasonable v.iil !< , 
low a nee.” 

Although the FTC has never required t[< ; - 
association engage in the export of a mju’i 
product, il was formeily of the opinion tli • 
export of pjoducts which were produced, inai .t 
or developed from domestic sources qunlit d 
export tiade undei the Act. However, by 1 ^ 
unpublished opinion the FTC liberalized Us i l 
include products with respect to which any pi ! 
production oi processing took place in in. ’ 
States, provided the pioduct was physically . ,, 
from the United States, 

The attrition rate for associations has hi. 
high. The median life span for all assoLiali^u 
have dissolved is 4 to 5 yeais. A numbei ot a 
expired during or immediately following tiu* ' ■ 
and restrictions of Woild War II, although son'' - 
were already weak and might have been disMnf.t ,r 
war had not occurred. 

Aside from this, it seems that ch.ingu'i' 
conditions abioad resulting In loss of conqnrTi, 
ditions for U.S. suppliers has been a prmic < i 
dissolution. 

No tabulation has yet been made ol all ihv i 
why individual members resign from thriving j 
lions, but the lew replies received indicate >1 
business- either export or domestic™ and mcr r 
pninaiy causes 


Impact of Foreign Antitrust Laws 

One of the characteristics of the post-Wvir v , : 
development of Europe is the increasing attenn m. 
paid to the effect on trade and investincm -d ; 
restraint of trade through agieenieiUs, umhi in 
and monopolistic positions in industry. 
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The European Common Maikel Tieaty of Rome 
contains in Ai tides 85 ami 86 rules against piice-fixing, 
limitations on pioduction, maiketing, technical develop- 
ment or in vest men Is, divisions ot markets, disciimma- 
tion, and tying agreements. The aim is to fiee all 
restraints on interstate flow of trade. These provisions 
arc enfoioeable by imposition of lines and penalties. 

In the applicability of the 'fieaty antitrust pro- 
visions to Webb associations, it would appear that if 
agrccnieiUs and piaclices affect tiade among the member 
slates, the agieemeiUs aie subject to Aiticie 85 and may 
be outlawed legaulless of wlieie they are made Thus, 
U S. Wcbb-Pomererie export association action having 
the effect of dividing up nuiopean national markets and 
pi oh !h it mg expoit fiom one Common Maiket country 
to another miglit well be subject to Article 85. However, 
no cases involving Webb associations in the Common 
Market have yet developed. 

It has been obscived ot Webb-Pomeiene associations 
that such combinations ol U.S business may logically 
cause eoncciii to other countiies. In a lecent case befoie 
the Biitish Restrictive Piaclices Coiut (National Sul- 
pluuic Acid Association Ltd’s Agieement), the Court 
upheld an agieenieiU between (Biitish) buyers on the 
giound that it enabletl the buyeis to secure fair teims 
fioni a pjcpomlerant sellcj, a Webb-Pomeicne Associa- 
tion. 

Common Maiket expoil associations, iiowcvei, aie 
exempt fioni the antitiust sections of the Rome Tieaty 
and also undei the antitiust laws of Geimaiiy, the 
United Kingdom, Belgium, Fiance, and the Netherlands, 
at least to the extent that they do not affect the internal 
maiket. The Gcinian Law against Restraints of Competi- 
tion contains two main piohibitions directed primarily 
against hoii/.oiUal and vcitical lestiaints, both of these 
sweeping piosciiptions aie subject to many qualifi- 
cations and limitations, including the geneial exemption 
of expoit caitels. 

A similar exemption is piovuled in the Restrictive 
Trade Piaclices Act ot the United Kingdom. The Act, 
which prosciibes lestiictive agreements, provides certain 
gateways which if established to the Court’s satisfaction 
save the agieemciit. One of the gateways is that 
“removal of the lestnction would be likely to cause a 
1 eduction in the volume oj eaimngs of the export 
business which is substantial either in i elation to the 
whole expoit business of the United Kingdom oi in 
lelalion to the wliole business of the said tiade oi 
industiy,” 

Whethei the Webb-Pomerene Act has any benefits 
to offci is a question each industry and trade group must 
answci ill teinis of its own situation and problems. Some 
industry oiganiza lions have commissioned special studies 
to provide the mfoimation nccessaiy to make a decision. 
Both tlic Department of Commerce and the Federal 
Tiade C’om mission offer their assistance in carrying out 
such studies, 

Industiy still has interest in the economic benefits 
to be deiived from joint expoiting. This is demonstrated 
by the lecent (September 1972) formation of Amatex, 
an association formed to push the export of textile 
machinery. Composed of 22 domestic producers, 


Amatex will offer complete package deals or turnkey 
operations to foreign textile nulls Any domestic pro- 
ducer is eligible for membership. 

A Webb-Pomerene association may occupy the same 
status as an independent exporter so far as some 
government programs and helps aie concerned. For 
example, there appears to be no reason why a Webb 
group could not be formed as a Western Hemisphere 
Trade Corporation so as to qualify for lower income tax 
rates, if it complies with the requirements of relevant 
provisions of the tax code. Webb law associations also 
may avail themselves of opportunities offered by the 
financial aids o! the Fxport-Import Bank— loans, guar- 
antees and expoit credit insurance. 

In addition to receiving the antitrust exemption 
provided by the Webb-Pomerene Act, associations may 
also qualify for the special tax benefits provided by the 
Domestic international Sales Corporation (DISC) pro- 
visions of the Revenue Act of 1971 (Public Law 
92-178). A Webb association can qualify for special 
DISC lax treatment if it is organized as a corporation If 
an association is not m coiporate form it may reorganize 
as a corporation and readily qualify as a DISC. A 
Webb-Pomerene Association which qualified as a DISC 
would have one-half of the Federal income tax on its 
export earnings deferred and could make ‘^piodiicer’s 
loans” of the income thus deferred to its member 
companies or other export producers. 


ANNEX A 

WEBB-POMERENE ASSOCIATIONS 


Name and Adcli ess 

AFRAM Films, Inc. 

552 Fifth Avenue 
New York, N.Y 10036 

Amatex Export Tiade Ass’n 
No lOOW 1 0th St. 
Wilmington, Del. 19801 

American Alfalfa 
Export Ass’n 
915 Spitzer Building 
Toldelo, Ohio 43604 

American Motion Picture 
Expoit Co. 

(Africa), Inc. 

522 Fifth Ave 

New York, N.Y, 10036 

American Railway Car 
Export Ass’n 
Room 1505 
1 1 East 44th St. 

New York, N.Y 10017 


Year Foi n led Metubers 


Mar 1970 7 

Sept. 1972 22 

May 1966 7 

May 1961 9 

Jan. 1957 2 
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American Wood Chip Ass'n 
900 S.W. Fifth Ave 
23rd Floor 

Portland, Oreg. 97204 

Amertool Services, Corp 
4701 Mai burg Ave. 

Cincinnati, Ohio 45209 

Amtan, Ltd. 

100 West 10th St. 

Wilmington, Del. 19801 

Anthracite Export Ass’n 
c/o John D. Jillson 
Secretary-Treasurer 
2115 North Second St. 
Harrisburg, Penna 17110 

California Dried Fruit Ass’n 
303 Brokaw Road 
P.O. Box 270A 
Santa Clara, Calif. 95052 

California Rice Export Ass’n 
601 Cahfornia St. 

Suite 707 

San Francisco, Calif. 94108 

Flour Millers’ Export Ass’n 
860 Grain Exchange 
c/o Peavey Company-Flour Mills 
Minneapolis, Minn, 55415 

Fourdrmier Wire Cloth 
Export Ass’n 
I62S Eye St., N.W. 

Washington, D.C. 20006 

Kaolin Clay Export, Inc. 

170 Broad St, 

P.0, Box 667 

Red Bank, N.J. 07701 


Motion Picture Export Ass’n 
522 Fifth Ave. 

New York, N.Y. 10036 

North Coast Export Co. 
4389 Campton Road 
Eureka, Calif. 95501 

Nortiiwest Dried Fruit Ass’n 
c/o D. J. Duncan 
P.O. Box 23126 
Tigard, Orcg. 9 7223 

Ohio Alfalfa Export Corp. 
2404 Summit St. 

Toledo, Ohio 43611 


Aug. 1974 

3 

Pacific Agricultural Cooperative 
for Export, Inc. 
c/o Pillsbury, Madison & Sutro 
225 Bush St 

San Francisco, Calif. 94104 

Nov. 1967 

13 

June 1949 

14 

Pacific Coast Agricultural 

Export Ass’n 

323 Monte Vista Ave., No. 206 

June 1963 

11 


Aug. 1972 

2 

Oakland, Calif. 94611 





Pacific Coast Food Export Ass’n 
680 Beach St. 

Nov. 1967 

3 

Jan. 1952 

6 

San Francisco, Calif. 94109 





Pencil Industry Export Ass’n 

167 Wayne SL 

Jersey City, N J. 07303 

Oct. 1939 

4 

June 1925 

20 

Phosphate Chemical Ass’n 
c/o Foley, Larclner, Ho 11 a ta ugh 

Aug. 1974 

3 



& Jacobs 





Mr. Howard Fogt 

815 Connecticut Ave,, N.W. 



1939-1942 

4 

Washington, D.C. 20006 



Sept, 1947 


Phosphate Rock Export Ass’n 
Suite 817 

910 1 7th St., N.W. 

Aug. 1970 

5 

Aug. 1942 

20 

Washington, D.C. 20006 





Plutonium Export Ass’n 
c/o Taylor R. Biiggs, Esq. 

1 Chase Manhattan Plaza 

Room 4800 

Oct. 1968 

6 

Oct. 1967 

12 

New York, N.Y. 10005 





Plywood International 

c/o Scliweppe, Reiter, Doolittle 

Aug. 1964 

20 

Aug. 1963 

4 

& Drug 

657 Colman Building 

Seattle, Wash. 98104 





Potash Export Ass’n, Inc, 

Sept. 1938 

6 

June 1945 

9 

c/o Mr. Dean R. Gidney 

630 Fifth Ave. 

Room 2645 

New York, N.Y. 10020 




Sept. 1971 

12 

Pulp, Paper & Paperboard 

Export AssTi of the U.S, 

90 Park Ave, 

New York, N.Y. 10016 

Aug. 1952 

19 

May 1927 

3 

Sulphur Export Coip. 

1922-1952 

3 



375 Paik Ave, 

New York, N.Y, 10022 

Sept. 1958 




Tatmex Export Corp, 

Mar. 1969 

6 

Feb. 1966 

5 

280 Battery St , 

PO.Box 2415 





San Francisco, Calif. 94126 
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Feb 1973 


2 


USA-TUX 
1 1 1 Corcoian St 
Dinhiim, N.C, 27702 


Vegetable Oil Fxporl Corp. 
F.O, Box 246 
Littleton, NX\ 27850 


January 1975 


Apr. 1958 


15 Walnut Export Sales Co , Inc, 
630 North College Ave, 

Suite 40 1 

Indianapolis, Ind. 46204 

4 Wood Fibre Export Inc. 

877 Willamette St. 

Eugene, Ore, 97401 


Oct. 1921 


June 1970 5 
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JAPAN'S SYSTEM OF INDUSTRIAL PROPERTY RIGHTS 
PROTECTION REVIEWED 


By JOSEPH M LIGHTMAN 
Foreign Bimness Practices Division 


Many American businessmen, viewing Japan’s phe- 
nomenal economic growth and its position as a leading 
trading nation, are seeking to establish inoie contacts 
and to develop better opportunities in the Japanese 
market. They aie therefore highly inteiested in piotec- 
tion for then products, processes, industiial designs, 
trademarks, and other technical propeity lights in that 
country. 

This article is intended to piovide such businessmen 
with (1) general information on the Japanese system of 
industiial property lights protection and (2) guidelines 
relative to procedural aspects of that system. 

Advanced Property Law 

Japan has well-developed patent, trademaik, and 
industrial design protection laws compaiable to those of 
the United States and other industiialized countries, 
although diffeiing in some details. Japan follows the 
same general piinciples, as do the industialized Western 
countries, of granting legally exclusive patent rights to 
the owner of an invention who applies foi such lights 
and whose invention meets the law’s ciiteiia goveining 
novelty and patentable subject matter. Patents arc 
gi anted foi 15 years from the application’s publication 
date; if more than 5 years have elapsed between the 
filing and publication, the life of the patent will be 20 
years from the application filing date. 

Regal ding trademarks, Japan has no prior usci 
requirement as a condition for registration, as does the 
United States, The first applicant foi a trademark is 
entitled to its registration and exclusive right to u.se the 
mark; on the products for which it was applied. Aftei a 
lapse of 5 years, a registration becomes incontestable on 
certain giounds that might otherwise serve as the basis 
for its cancellation through legal proceedings brouglit by 
a third party. Anyone using in Japan, prior to the 
application date, a maik similar oi identical to one 
already registered by someone else, may continue to use 
it, if his mark had become widely known in Japan piioi 
to the other party’s application, 

Tiademaiks are legistered for 10 yeais from legistia- 
tion date, and are renewable for similar periods. Protec- 
tion of industrial designs is also afforded thiough 
registration by the Japanese Patent Office. Registrations 
are granted to applicants based on criteria of novelty and 


acceptable subject mattei of the design.s. Dm at ion o( a 
design liglit is 15 yeais fiom legistiation dale. 

Japan IS a membei of the Pans Union Intel national 
Convention foi the Protection ol liulu.sliial Piopcily, 
adhered to by the United States and about 80 other 
countiies, which is the rnajoi iiUergoveinmcntal agiee- 
nient in the patent, trademaik and iiulustiial design 
fields. U.S. businessmen aie thus entitled to the same 
treatment under Japanese laws on these subjects as that 
Govcininent extends to its own nationals, 

U.S, businessmen are also extended certain .special 
advantages, such as protection against arbitiaiy for- 
feiture of their patents, if not immediately woiked; 
and 1 year, aftci fiist filing a patent application in the 
United Slates, in which to iilc a coiiesponding applica- 
tion in Japan and icceivc on the luttei the elate ol the 
fiist filed application (‘Tight of piiority”). The piiorily 
peiioci is 6 mo 111 hs in the ca.se of tia demark and design 
applications. 

Unique Measures 

The Japanese CjoveinmeiU has taken .several unique 
administrative mcasuies to pi oh ib it unfaii pi act ices in 
expoit trade. 

Under the lixpoit-lmport Tiansactions Law, an 
Kxpoit Tiade Coniiol Oidei (Cabinet Older 378, 
was issued permitting the Ministiy ol Intel national 
Tiadc and Industry to piohibit cxpoits of Japanese 
products likely to infiinge patents, tiademaiks or designs 
icgisLered in the countiy of destination, 

The goveinnienl has also encouraged locid imlusliies 
to establish national Design C'entei.s to handle activities 
ill piomoting new industiial designs and in pieventing 
exports of pi od nets likely to incorpoiatc foicign-owned 
legistcred designs. Those iii existence aie the Textile 
Coioi Design C’cntei, the Potteiy Design (’enter, the 
lixpoil Gencial Merchandise Center (sometimes called 
the Sinuliy Goods Design Ceiitei) and Die Macliincry 
Design Centei. Undei an Export Commodities Design 
Law, ceitain CciUcis have been given legal poweis to 
designate specific products that must be validated by the 
government before they can be exported, Validation of a 
designated pioduct is gianled only if the Center deter- 
mines that its design does not imitate a design registered 
with the Center for such protection. 
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Mote intoiiniition on ilie above piocedurcs and the 
protection lliey piovsde, as wel! as on othei perluicni 
laws» IS contained in the Foieign Business Practices' 
publication “Patents, Tiademarks and Licensing in 
Japan" (OBR 73-04, Febiuaiy, 1973). This is available 
foi 50 cents fioni the Publications Sales Branch, Room 
1617, IJ.S. Depaitinent of Commerce, Washington, D.C. 
20230. 


Competent Counsel a Must 

11 IS pailiculaily impoilant toi an Ameiican busi- 
nessman inteiested in doing business in Japan, or 
concerned about Japanese com pel it ion in world mar- 
kets, to sccuie as much piotection as he can in Japan toi 
his pioducts, technology and othei industiial pioperty 
rights. Competent legal counsel should be ictained foi 
advice and assistance on the pioceduics to be followed 
in seeming such piotection. 

In Japan, as in most countues, a foicign applicant 
for patent, tiadcmark, oi design iiglUs must appoint an 
nltoincy domiciled theie to represent him in dealings 
with the countiy's Patent Office and in othei legal 
piosecutioiis 

If an American in in or its U.S. legal representative 
needs assistance in selecting a foieign attorney, lists of 
such attorneys practicing in these fields in Japan are 
available tliiough any of the Commerce District Offices 
oi the lixport Infoimation Division, U.S. Department of 
Commerce, Washington, D.C. 20230. 

The protection that an Ameiican businessman can 
cx])cct to receive against local copying of his pioduct, 
mai kings oi lechnology will depend primarily on the 
patent, tiadcmark and design protection lights he has 
a cq lined foi them in Japan, 

Also, it is difficuU foi a businessman to seciue 
adminisliative relief thiough the Japanese Ministiy of 
Intel national Piade and Industiy, or the Design Centers, 
in his complaint against copying unless such legal rights 
on his pioduct in Japan can be ascei tamed. Legal 
piocedurcs aic established undei Japanese laws for lelief 
Uuough iiifi ingement, cancellation oi other proceedings. 

'fhe U.S. businessman seeking ichef through admm- 
islraiive oi judicial channels in a complaint involving 
impairment of his lights should properly do so through 
his legal icpiesentalives in Japan. The U.S. Government 
IS not in a position to undertake or interfeie m legal pro- 
ceedings. 

For Immediate Help 

If a U.S. businessman has no repieseiUative in Japan 
or is in need of immediate assistance, his complaint may 


be forwarded to proper channels through the U.S, 
Embassy, 

When the Department of Commerce receives such 
requests for assistance it reviews the details to see that 
full information is provided on the complainant firm's 
patent, trademark and design protection position in 
Japan, as well as in the United States and elsewhere. This 
information is usually required by the Japanese au- 
thorities 

Also of mterest is whether the U S. businessman has 
sought infringement action against the foreign manu- 
facturer and importers in the United States and 
elsewhere. Sufficient samples, photographs, and other 
materials should be made available to substantiate the 
allegations. If it appears that the inlormation is ade- 
quate, the matter will be referied to Tokyo, 

It is evident, from figures published by tlic World 
Intellectual Propel ty Organization (WIPO) which ad- 
ministers the Pans Union Convention, that businessmen 
are becoming increasingly aware of the need for patent, 
trademark and industrial design protection m Japan. 
Latest available figures (as of Dec. 31, 1973) show that 
in lecent years U.S nationals have originated about 45% 
of the 27,000 to 30,000 annual patent applications filed 
by foieigneis and have received about one-half of the 

9.000 to 12,000 patents granted each year to foreigners 
in Japan. U.S. nationals have also accounted for about 
one-half of the 13,000 to 16,000 annual trademark 
applications filed by foreigners, and of the 3,000 to 

4.000 trademark registrations granted to foreigners in 
that country, annually. U.S. nationals further account 
for about 40-45% of the 1,000 foreign design applica- 
tions filed, and about 50-60% of the 300 to 400 foreign 
design registrations acquired annually. 

Further statistics on this subject are indicative of 
the impoitant role Japan is assuming in the international 
industrial property rights picture As of December 31, 
1973, there were about 280,000 patents in force in 
Japan, placing it fourth belund the United States 

(1.003.000) , Canada (404,000), and France (398,000). 
Japan had more trademark registrations in force 

(692.000) than any other country that reports such 
statistics. The United States and France followed with 
about 375,000, each. Japan's design registrations in 
force totaled about 1 72,000 also more than any other 
countiy, followed by the United States and the United 
Kingdom with about 39,000 each 

The U.S. Embassy in Tokyo has pointed out that 
U.S. businessmen may find that important export as well 
as domestic business opportunities are being lost in 
Japan by failure to apply for protection of their patent, 
trademark, and design rights in that country. The basic 
responsibility for acquiring, maintaining and enforcinj 
such rights rests with the businessman and Ins lega 
representatives. 
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LICENSING, JOINT VENTURES AID TECHNOLOGY TRANSFER 


By VINCENT D. TRA VAGIINI, Dhector 
Office of Intel natioml Finance and Investment 


Every firm engaged in international trade has 
occasion at some time to consider overseas licensing of 
industrial property rights and joint ventures with foreign 
partners, A frequent pattern of market penetiation has 
been for companies to begin by exporting and go on to 
hcensing and joint venture arrangements. Both are 
excellent channels for the exercise of what has been 
called the fouith Economic Freedom-the Fieedom to 
Exchange Technology. 

Licensing Agreements 

The rights granted in foreign licensing agreements 
are of tliree distinct types: patent rights, trademaik 
rights, and know-how rights. The combination of these 
rights licensed in any particular agreement will depend 
on the respective resources and needs of the contracting 
parties, and on the products or technology involved 

Patents are limited monopoly rights conferred by 
the government of a country within its own area, and in 
accordance with its own laws and regulations. Ownership 
or control of a U.S. patent does not automatically give 
protection in other paits of tlie world or provide the 
basis for a license grant to a foreign concern. 

To obtain foreign patent rights the company must 
file a separate appheation in each country in which it 
desires protection. Under the International Convention 
for the Protection of Industrial Property, the person oi 
concern filing an original patent claim in one member 
country has a priority right of application for the 
corresponding patent right in other member countries 
for a period of I year following the original filing. The 
number of countries which belong to the Convention has 
been rising steadily and now stands at about 80, 
including all of the industrialized nations; the Soviet 
Union joined in 1965 and most of the other European 
communist countries are also members. 

Therefore, the U.S. company interested in securing 
foreign patent rights for licensing purposes sliould apply 
for these rights within 1 year after applying for the U.S. 
patent. The laws and regulations governing the registra- 
tion, use and protection of patents, trademarks and 
other industrial property rights are many and compli- 
cated. Any company interested in obtaining and ex- 
ploiting foreign patent rights, either directly or through 
licensing arrangements, should have the help of a 
competent patent attorney. 


Like patents, trademarks are a limited monopoly 
right granted by a government within its own geographic 
area, A U.S. company acquires ils foieign rights by use 
and/or registration in each country in which it desires 
protection, and retains these rights by obseiving the local 
laws and regulations with respect to lenewals, fees, 
supeiwision and use of the icgistered marks. 

Unlike patents, which have a limited life of 15, 17, 
20 or othei fixed term of yeais, depending on Ihe 
country, trademark registrations can be renewed. In this 
respect, therefore, a trademaik can be a more lasting 
right than a patent. They aie most valuable, of course, in 
connection with consumer goods and other products 
which retain their identity at the stage they are 
merchandised and sold to the ultimate consumer. 

Fast Action Required 

Trademark legistration abioad is facilitated and 
protected by the International Convention in much the 
same manner as patent applications, but the piiority 
light of registration is limited to 6 months. Only by 
timely and wide- spread registration can a company be 
sure of having the right to use, and to keep otlicrs from 
using, its domestic trademark in foreign maikeis. Regis- 
tration fees vary m amount but the cost pei country is 
relatively small. 

As in the case of patents, the owner can assign or 
sell his trademark in a given area, or can license its use to 
others. However, in the case of licensing he must in most 
countries undertake a supeiwisory responsibility beyond 
that lequired m patent hcensing. 

While know-how is gaming recognition as a legal 
property right, it does not have statutory protection like 
that for patents and trademarks. So in gi anting a foreign 
company the right to use its unpatcntecl knowhow, the 
licensing company is quite dependent on good faith and 
contractual safeguards for the prolectiop of its owner- 
ship rights. 

While know-how rights can be licensed alone, and 
are frequently the most valuable consideration included 
in a licensing agreement, it is common practice to link 
them with a patent or trademark right when this is at all 
feasible. The know-how enhances the value of the other 
licensed rights, while the inclusion of a patent or 
trademark license gives the licensor a statutory basis for 
more control over the use of the licensed know-how. 
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Eight Licensing Advantages 

Not many companies coniine llieir foieign operas 
tions to licensing alone. Must finns view licensing as a 
supplement to cxpoiting» manufactuiing, oi both rather 
than as a sole means of entcung overseas markets 
Uowevei, paiticulaily toi those who foi financial oi staff 
limitations are limited in the icsouices they can devote 
to foieign business, tins may be the most feasible 
method of penctiating an oveiscas market. Here are 
some of the leasons companies have given for getting 
into loieign licensing. 

9 Licensing opens the way to getting a foothold in 
foieign maikets without laige capital outlays. It is, 
Iherefoie, a favoute device foi small and medium-si/.ed 
companies. 

9 Returns are apt to be quick ci in coming than in 
Hie case of manufacturing ven tines. 

® The income fiom foreign licensing helps to 
underwrite costly lesearch progiams. 

® Licensing enables a fiim to letain markets 
otheiwise lost by impoit icstiictions oi because it is 
being out priced. 

• Licensing can be used to test a foreign maikel and 
then to SCI vice it without costly additions to pioduction 
01 detracting fiom the , supply available foi local 
ciistomcis. 

® To develop outlets foi components or other 
pioducts and to build goodwill foi othei company 
pioducls, 

« To protect patents and tradcinaiks (e.g , against 
cancellation foi nonuse). 

® To establish a company in countries which are 
sensitive to ioieign ownership. 

In hazardous situations licensing can provide a local 
base without the lisk of investment. For example, some 
of the lisks of maiketing in the countries of Eastern 
Europe can be avoided through licensing airangements. 
Similarly, in the developing countries emeigent industry 
often piovides the basis foi technical assistance m a 
gradually developing imnket that could not justify a 
majoi investment and lliat may be closed to imports by 
laiiffs or othei baiiiers. 


Reciprocal Benefits 

Some licensors consider the acquisition of foreign 
license rights one of the majoi benefits to be gained 
from licensing operations. Foi this reason recipiocal 
license giants are frequently made in a manufacturing or 
patent licensing agi cement as paitial compensation, for 
the lights and know-how made available by the licensor. 
Where a foreign licensee has no reciprocal rights oi 
kiiow-Jiow to offer the licensor at the time a licensing 
agreement is concluded, it is often customaiy to include 
in the licensing contract a grant-back or feed-back 
commitment with respect to the lights and know-how 
supplied by the licensor. 

All should be aware of the principal hazards and 
disadvantages of licensing as a marketing technique. 


9 Every licensee is a potential competitor. However, 
if the arrangement is truly of mutual benefit, both 
parties will want to perpetuate it and continue to 
exchange know-how and product improvements. 

9 Licensor control over the licensee's manufacturing 
and marketing operations is rarely completely satis- 
factory, This can lesult in damage to your trademarks 
and company reputation. The technique for averting this 
problem lies in careful investigation before selecting a 
licensee, and maintaining quality control whenever a 
tiademark or trade name is licensed. 

9 Licensing is probably the least profitable way of 
exploituig a foreign market On the other hand the risks 
and headaches are usually less than investing, although 
perhaps more than exporting. Moreover, licensing may 
represent the only way to enter certain markets and the 
return, although small, is better than losing out alto- 
gether 

Before turning to the government services which can 
help you in licensing operations, it is revealing to note 
briefly the part it plays in our international balance of 
payments. 

Licensing Earnings 

It IS very difficult to measure the actual money 
payments on licensing account to and from all U.S, 
firms. However, fairly leliable estimates liave been 
developed which at least give an idea of then general size 
and the trends. These figures cover payments for the 
licensing of patents, trademarks, and know-how, and 
include income fiom copyrights and management fees 
directly connected with the transfer of intangible prop- 
erty. 

In 1974 payments to Americans from foreigners in 
connection with the licensing of intangible property 
were $3.67 billion, divided $2.87 billion in payments 
from direct investment sources abroad and SSOO million 
from nonrelated foreign firms. This represented an 
increase of about 13% over the 1973 total of $3.25 
billion. These figures also include management and 
service fees connected with licensing. Over the years 
income from direct investment licensing has increased 
more than income from licenses with nonrelated firms. 

On the other side of the ledger, payments from the 
United States to foreign licensors of industrial property 
have also risen steadily from year to year, In 1974 these 
out payments amounted to approximately $405 million 

Thus, the United States had a favorable balance as 
far as licensing is concerned of some $3 27 billion in 
1974 and $2.87 billion in 1973. Tliese figures, it should 
be noted, reflect only pure royalty fee payments If 
one takes into account the merchandise shipments which 
frequently accompany licensing arrangements, the earn- 
ings attributable to licensing would be much larger. 

What help does the government provide to fu'ms 
that want to engage in licensing transactions? There are a 
number of pertinent programs, most of which have been 
emphasized and expanded in recent years as an impor- 
tant part of the national effort to combat the balance of 
payments deficit. 
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Government Aids and Seivices 

The Department of Comnieice can provide cco- 
noiTiic marketing and financial infoimatioii, some of it 
free, and some at a veiy low cost where special sei vices 
are required 

It can provide tiade lists to help in finding cus- 
tomers, distributois, agents and licensees abioad, world 
trade directory lepoits containing basic commercial and 
financial information on specific foreign fiims and 
individuals, and all kinds of customs, tax, and legal 
information, including patent and trademark legulations 
abroad. 

Two seivices are available from the Department of 
Commerce to help persons or companies find a qualified 
licensee abroad. If the potential licensor wishes to 
address ins appeal to a wide audience in many countries, 
the Department will arrange to publish the proposal in 
Commercial News - a monthly publication sent to all 
Foreign Service Posts. If the American film can identify 
three to five countries of particular interest, the Deparl- 
menl will lequest the Foreign Service to canvass the 
local business community and identify the most prom- 
ising prospects. For fuither infoiniation wiite to Foreign 
investment Services Staff, Office of Expoit Develop- 
ment, Room 4021, U.S DepartineiU of Commerce, 
Washington, D.C. 20230. 

The Buieau of International Comnieice (BIC) peri- 
odically sponsors trade missions to potential foreign 
markets. The missions are basically selling teams sent out 
to develop business opportunities. The mission members 
talk in person with foreign businessmen. They lake witli 
them specific business proposals submitted by American 
firms. The teams include experts in vanoiis lines of 
business and industry, often including persons ex- 
perienced in licensing techniques. They letuin with 
proposals and offeis submilted by foicign firms and 
these are made ficely available to the business com- 
munity. 

BIC also reviews reports submilled by U.S. Com- 
mercial Officeis abioad foi tiade, investment and li- 
censing opportunities. Most of them aie published in 
Commerce Today and receive furthei dissemination as 
well. A good proportion of these opportunities lepoit on 
the interest of foreign companies in U.S. patent, 
trademark or other property lights. 

Information on these and other Commerce services 
is available from Depaitmeiit*s District Offices through- 
out the country. 

The Overseas Puvatc Investment Cor potation 
(OPIC) seeks to increase investment by U.S, puvatc 
entci prise in the economics of free less developed 
countries by guaranteeing investors against ceitain politi- 
cal and business risks. Specific lisk guai antics are 
available in most less developed countiies against any or 
all of tJie following risks, inability to conveil earnings or 
return of the original inve.stment into dollars; loss due to 
expropiiation; and damage to property resulting from 
war, icvolution, or insuircction. 

Giiaiantics are issued to cover an investment in the 
foiin of a licensing agi cement for the use of patents, 
processes and techniques in exchange foi royalty pay- 


ments. Oidmanly, howevci, an agreement calling lor 
payments ot loyalties oi lees will not be eligible lor 
guai antics unless the investment is intended to extend 
for at least 5 years. 

Congress specifically included these intangible assets 
in the investment guaianiy progiam to encoinage the 
spread of advanced technological methods. Trade names, 
trademarks and goodwill, while often closely associated 
with the license of patents, pioccsses and tecliniqucs, aie 
not eligible for guaranties The maxiinuni conveitihiliiy 
covciage obtainable undei a licensing agiecnient is the 
sum of the loyalty payments ovei the life o( the 
coiitiact. TJie investoi must fiunish OPIC with a copy of 
the licensing contract and substantiate both the leason- 
ableness of the royalty lalc and the estimate of loyaity 
payments. 

Attitudes abioad aie favorable to both licensing and 
joint vcntuics. Some 60 goveinments have adopted 
special legislation or policy statements i elating to the 
conditions foi the investment of puvatc capital. Some of 
these laws apply to the licensing of iiulusUial piopeity 
and their provisions siiould be checked to see if the 
benefits provided aie available to licensing agreements. 
The laws usually covei sucli matteis as provisions 
1 elating to entry and approval pioceduies, assuiancc 
against cxpiopriation, right to transfei piofits and 
capital, liniilcd exemptions fiom income and property 
taxes, and exemption fiom payment of ccilain import 
duties. 

Most goveinments aie positively favour ble to both 
licensing and joint ventures because of thiec piincipal 
faciois: (1) import subslitiUion with cost savings; (2) 
export pos.sib ill ties; (3) training of local management 
ami technicians in modem business and industiial 
methods. They aie cautious, howcvei, because of the 
foreign exchange costs and because ol the possible 
impact on domestic competitois 


Tax Considerations 

The enactment of the Tax Revision Act of 1962 
intciiuptcd the gi owing use of U.S. -con ti oiled foieign 
subsidiaiies to caiiy on licensing opeiations. However, 
one of the prime incentives foj licensing continues to be 
the much lowei loyalty tax on patents, tuidernarks and 
othei seivices over coipoiate rates. Undci double taxa- 
tion treaties, loyalties received foi copyiights, patents, 
tiadcinaiks, etc., are eithei exempt fiom tax oi taxed at 
a reduced late. The U.S. has tax treaties in foice in all of 
the Common Maikcl countiies and in all Fuiopean i’Tee 
Tiade Area countiies except Poitgual. 

The U.S. Goveinment has also attempted to include 
provisions in tax troatie.s with most of the developed and 
a few of the underdeveloped countiies which would 
encouiage technology tiansfei tiuough licensing. Tiiese 
treaty pi o visions characteristically piovide, subject to 
piescribed conditions, that royalty income fiom indus- 
trial and inteUcclural propcity licenses aic exempt fiom 
the imposition of income taxes by the souice counliy, 
provided the licensoi has no permanent establishment in 
the so nice countiy, ‘’Royalties” for tliis pui pose include 
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(u) copyiiglits, aitistic oi scientific woiks, patents, 
designs, plans, scciet piocesses oi foinmlas, trademarks 
oi (b) intormalion concerning industrial, commercial or 
scientific knowledge, expeiience or skill. 

Some Cunent Developments 

There aie some oilier developments and projects of 
general inteicst which will liave the effect of assisting the 
prospective intei national licensor. 

® One pioblem aiea is patents. The very large 
increase in applications is taxing existing facilities and 
causing what has been called an *Tntei national patent 
crisis.” As a result, countries having an examination 
system have been confjonted with large backlogs of 
patent applications. Duplication of effoit contributes 
heavily to these backlogs since about half of all 
applications filed are duplicates of applications filed 
clsewhcic. This situation is one of real gravity because 
U.S. peisons and firms file more patent applications 
abioad than nationals of any othei country. The 
problem is furtliei aggravated by diffeiing national laws 
and pioccduics. 

To meet tliis problem the U.S. Patent Office is 
woiking witli otliei counlues to simplify and unify the 
patent application formalities presciibed by national 
patent laws, to achieve a uniform system of patent 
classification, and to agiee on ceitain basic piinciples of 
patent laws. 

A Patent Coopeialion Treaty (PCT), adopted in 
June 1970, by the United Stales and about 20 countries, 
would simplify intci national filing piocedures by al- 
lowing a patent applicanl to file one application at a 
central somce. Such a filing would have the effect of a 
filing in eveiy niembci country where he desnes protec- 
tion. The 'I'lcaly also calls foi centralized patent search 
and examination pioceduics and allows a patent apph- 
cant 20 months, instead of the more typical 12-month 
period, in which to complete his application documents. 
The PCT will entci into force when ratified by eight 
cuuiiliics, foul of which must have majoi patent 
activity. Ilowevei, the United States cannot deposit its 
insliument of latitication until implementing legislation 
is enacted. 

• Considcialion is also being given to U.S. parti- 
cipation in an intei national tiademark convention, This 
would make it possible to centialize protection of 
tiademaiks in an iiUeinational registration. One legistra- 
lion would suffice foi all the membei couiitiies. The 
consideiablc saving in time and money is indicated by 
the fact that theie aic 150 independent trademark 
juiisdictions tliioughout the world, according to the 
tabulation of the U.S. Trademark Association 

In June 1973, the United States participated in a 
negotiating confeience which adopted a new Trademark 
Registiation Tiealy ('PRT) designed to simplify inter- 
national tiademark filing and lower costs. The TRT 
piovides that for a single fee a trademark application can 
be filed with tlie World Intellectual Property Orpniza- 
tion in Geneva, The filing of a TRT application will have 
the effect of a filing in each country designated thereon 
by t(ie applicant. The mark, aftei filing, will then be 


published and circulated by WIPO to member countries 
whereupon each country designated by the applicant has 
15 months within which to refuse registration under its 
national law. It no timely refusal is indicated by a 
designated member country, the mark is deemed regis- 
tered there The TRT is not yet in force. 

« On December 3, 1968, the United States de- 
posited instruments of accession to five international 
customs conventions These conventions to which the 
Senate gave its advice and consent to U S accession on 
March 1, 1967, are as follows 1) Customs Convention 
regal ding ECS Carnets for Commercial Samples: 2) 
Customs Convention on the ATA Carnet for the 
Tempoiary Admission of Goods, 3) Customs Convention 
on the International Transport of Goods under Cover of 
TIR Carnets, 4) Customs Convention on Containers, and 
5) Customs Convention on the Temporary Importation 
of Professional Equipment. 

Together, these conventions facilitate the tem- 
porary, duty-free entry into member countries of a wide 
variety of articles, and ease the customs clearance 
procecluie foi goods in transit Each of the conventions 
IS 111 force with respect to all of the major trading 
countries of Europe as well as several other countries. 
U.S adherence to the international carnet system is 
helpful to firms which need temporary duty-free entiy 
privileges in connection with their licensing activities. 

• Another measure helpful to licensing is the 
United Nations Convention on the Recognition and 
Enforcement of Foreign Arbitral Awards. This conven- 
tion IS designed to facilitate the recognition and enforce- 
ment by foreign courts ot arbitral awards granted in the 
United States, as well as similar action by our courts 
with respect to foreign arbitral awards. U.S adherence 
encourages further use of arbitration by American firms 
in their foreign sales, investment and licensing activities. 

♦ Export licensing controls apply to tlie export of 
technical data. There are now two general licenses. 
General hcense GTDA autiionzes the export to all 
destinations of 1) data that have been made generally 
available to the pubhc in any form, 2) scientific or 
educational data not directly and signihcantly related to 
design or production, 3) data contained m an apphcation 
for the foreign filing ot a patent, provided that the 
patent application has been filed abroad m an “earlier 
pubhcation country.” A second general license desig- 
nated GTDR authorizes the export of technical data not 
exportable under the provisions of general license GTDA 
subject to specific restrictions depending on the desti- 
nation, Exports that do not meet the conditions of 
either general hcense GTDA or GTDR, require a 
vahdated license, 

Licensing relationships often involve or lead to joint 
business ventures. Such ventures include any business 
activity where management is shared by two or more 
collaborating firms. 

During the past 15 years the number of joint 
ventures has sharply accelerated and they have become 
an important part of the international business scene. 
Joint ventures aie to be found m the oil consortia, 
construction projects, companies exploiting basic metals 
and in manufacturing. 
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As in the case of licensing, one of the strongest 
appeals of joint ventures is that they substantially 
reduce, by tlie amount of the partners’ con Inb lit ions to 
the venture, the political and economic iisks that are the 
principal obstacles to direct foreign investment. The 
presence of a local partner not only guards against 
government encroachment or outriglit expropriation but 
also helps to protect the venture against the nationalistic 
feelings existing in many countries, which olten lead to 
restrictions and discrimination against toreign investors. 

According to a survey made by the National 
Industrial Conference Board there are several psycho- 
logical and technical advantages to an international joint 
venture. There is a valuable pooling of resources, ability, 
and experience between local and foreign partners. 
Together the partners supply capital that either one 
alone would not want to risk or could not raise. Local 
partners contribute knowledge of local management 
methods, customs, laws and business practices, and 
provide access to customers and labor markets in the 
area. 

Joint business ventures are the preferied form of 
doing business in the eyes of many less developed 
countries. They look to the foreign partnei to bring 
needed technology and capital to build basic industry 
and supply needed services, as well as to expand exports. 
At the same time joint ventures give local bu.smessmen 
the opportunity to maintain some share in the profits 
and in the management of enterprises established locally. 

The primary objection to joint ventures laised by 
executives who prefer wholly owned enterprises is that it 
involves loss of freedom of action in production and 
marketing operations. Shared ownership means shared 
management and profit. Partners must be convinced that 
a change is necessary before it can be done 

Difficult decisions confront corporate managers in 
considering joint venture opportunities The main issue 
largely centers on the matter of contiol. If assured 
control IS desired it can be achieved only through 
ownership of a majority of the voting stock of the joint 
enterprise. Control is particulaily impoitant in the cases 
of dividend policy, recapitalization, majoi expansion, 
borrowing money, selection of management, acquisitions 
and dissolution. Degree of control needed foi a given 
action varies, of course, among jurisdictions. 

Dividend policy in particular is a matter on which 
joint-venturers can easily get at loggerheads. This is 
particulaily true if one parly is a corpoiation and its 
partners are individual investors. The corporation would 
probably favor a policy of building the business from 


retained earnings. The partners, on the othei hand, 
would frequently have as their chief interest maximum, 
immediate dividends. 

Ameiican companies also have to consider nowa- 
days the possibilities of joint vcntuies with a foieign 
government as a paitner. This soil ol lelationship 
imposes an entirely new set of conditions with whicli 
most U.S. industry is unfamiliai. Geneially .speaking it i.s 
not an ariungeinent which companies would select if 
they had any othci choice. The iiici cased use of 
state-trading entities in ceitaiii countries, iiowever, piob- 
abiy indicates that this type of joint ventuie will be the 
prevailing vehicle for sonic count lies and that failuie to 
accommodate to it may involve losing the inaiket. This 
type of venture will he found in some Soviet bloc 
countries, less developed countries, and in even a few 
countries of Western Euiope. The natural hesitancy of 
U.S. firms to become involved in this type at arrange- 
ment IS not fully sliaied by Western European firms, 
which have branched out into bloc countries via the 
joint venture loute 

Acquisition is probably favored by most companies 
as a bettei means of obtaining a fail share of a niaiket, 
The acquired company probably has a distribution 
network m the country and in expoit maikets. Here 
some caution is indicated .since in many counliies 
difficulties and expenses may be met if it becomes 
necessaiy to terminate distnbuloi ships. 

One U.S. manufactuier with abundant expeiiencc 
on the question says theie are basically tiiiec instances 
wheie joint ventures seem appiopiiate. 

® When the company lacks capital oi personnel 
capabilities to expand its international activities othei- 
wise 

9 When the company .seeks to enter a inaikel wliere 
wholly owned activities aie prohibited, and 

9 Wheie it may enable the company to utiliz.c skills 
of a local paitner 

Some U.S. enterprises have adopted a policy of 
operating in foreign countries only on a joint ventiiic 
basis. They have found that for them the best method of 
operation is to shaie equity owneiship and control with 
nationals of the countiy. Generally speaking the trend 
toward joint ventuies is desirable as long as it leflects 
the voluntary decision of the business enterprise con- 
ceined. However, the subject of joint ventuies is so 
complex and the piobleins aie so vauable Ilia I gen- 
eralized opinions aie very iisky. The decision depends on 
the facts of each case and is up to the individual firm to 
decide one way or the other. 
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For more data 


U.S. firms considering the possibility of licensing or jomt ventures abroad may find a variety of reference 
works of interest Among such publications are: 


Appraising Foreign Licensing Performance, by 
Enid Baird Lovell, Studies in Business Policy 
#128, National Industrial Conference Board, 
New York, 1969. 106 pp. $3.50 to NICB 
members, 

Practical Patent Licensing, by Albert S. Davis, Jr. 
Practising Law Institute, (Vol, 1} New York, 
1966. 311 pp. $15.00; (Vol. II) 1969,247 
pp, $25.00, 

International Licensing Agreements, by Gotz M, 
Pollzien and George B. Bronfen. Bobbs- 
Merrill, Indianapolis, 1965, 426 pp,, $22.50. 
2nd Ed , 1973, $35. 

Industrial Property Rights Overseas, American 
Management Association, New York, 1964. 
40 pp. $1 .50 to AMA members. 

Trademark Licensing: Domestic- Foreign. The 
United States Trademark Association, New 
York, 1962, 90 pp. $2. 

Forms and Agreements on Intellectual Property 
and International Licensing, by L.W, Melville. 
Clark Boardman Co., Ltd., New York, 1972, 
400 pp loose leaf volume, $30. 


Licensing in Foreign and Domestic Operations, 
by Lawrence J. Eckstrom. Revised third edi- 
tion (1974) Clark Boardman Co., Ltd, - Sage 
Hill Publishers, Inc., New York, volumes 1 
and 2, $85. 

International Trademark Protection, by Eric D. 
Offner. Fieldston Press, New York, 1965. 285 

pp. $20. 

Foreign Licensing Agreements: 1. Evaluation and 
Planning, Studies in Business Policy #86, 
National Industrial Conference Board, New 
York, 1958. 88 pp. $3 to NICB members. 

Foreign Licensing Agreements: 11. Contract 
Negotiation and Administration, Studies In 
Business Policy #91, National Industrial Con- 
ference Board, New York, 1959, 96 pp. $4 to 
NICB members. 

Joint Ventures with Foreign Partners, National 
Industrial Conference Board, New York, 
1966. 92 pp. $3 to NICB members. 

Joint International Business Ventures, by W.G. 
Friedman (ed.) and George Kalmanoff, (ed.) 
Columbia University Press, New York, 558 
pp. 1961, $15. 
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THE ROLE OF GOVERNMENT IN JOINT VENTURES AND LICENSING 


By VINCENT TRA VAGLINI, Director 
Office of International Finance and Investment 


Most countries have favorable attitudes toward joint 
business ventures and welcome the receipt of technology 
and know-how through licensing ariangements. This is 
Likely to hold true regardless of any reservations they 
may have about foreign ownership of local business 
ttirough direct subsidiaiy operations of foieign com- 
panies. 

Many countries have gone so far as to provide 
special benefits by law to certain types of foreign 
investment. The laws usually cover such matters as 
provisions relating to entry and approval procedures, 
assurance against expropriation, rights to transfer piofits 
and capital, exemptions from taxes, and remission of 
certain import duties 

At the same time there is a growing disposition 
abroad to subject foreign entry to scrutiny in various 
ways. There may be requirements that prior approval 
be obtained for the project, either as a condition for 
starting up or in order to assure the parties that their 
foreign exchange needs will be satisfied. Restrictions on 
the local partner are apt to be examined carefully, 
especially restraints on exports. Some governments 
interfere m the setting of royalty rates while others are 
sensitive to possible adverse effects on domestic com- 
petitors. 

Americans doing business abroad must of couise 
take account of our laws. These do not indicate any bias 
either for or against joint ventures or hcensing On the 
whole they leave the choice of mode of operation 
abroad to the business judgment of the parties con- 
cerned, absent adveise effects on U.S. domestic com- 
petition or foreign trade. 

Aside from those governing entry, governmental 
rules of primary mterest to firms investing or licensing 
abroad are those relating to organizational forms, taxa- 
tion, industrial property rights and business practices In 
addition one should be aware of U.S. controls on the 
export of goods and technical data, as well as govern- 
ment-administered guaranties and informational services, 

JOINT VENTURES 
Organization 

Ventures involving local inteiest and foreign in- 
vestors are usually organized under one of the forms of 
business organization available under the law of the 
country where the business will opeiate There are many 


forms of business oiganization, of couise, in the dif- 
ferent countries. They vary in nature depending on local 
usage and on whether the country has Britisli common 
law origins or civil law. 

Generally speaking, any of the available business 
forms may be suitable as a vehicle for a joint veiituie. 
However, the civil law coiporation or English law public 
company is the most widely used foini foi pioductive 
enterprises organized as joint Ventures. Us flexibility and 
adaptability to effective centralized management gene- 
rally make it the most advantageous foini of oiganiza- 
tion for la rge-.scale joint ventuies. 

Another factoi which may influence the use of the 
local law equivalent of the corporation is that the laws 
relating to matteis such as niinoiity slockholdcis, 
preemptive rights and rights and duties of dnectois aie 
more apt to be established. Also, if there is to be public 
equity paiticipation, the coiporation is the only piac- 
ticabie alternative because it is usually the only company 
foi 111 m winch the shaies are readily Liansfeiablc. 

If equity participations aie to be closely held tiie 
limited liability company, a business foim peculiai to 
civil law systems, is suitable for joint vciUiucs of modest 
size. Like the corporation this type affoids limited 
liability and continuity of existence. Unlike the coipora- 
tion the tnembeis* shares can be transf cried to a 
nonniembcr only after consent and aftei othei members 
have declined to exeicise a piioi option to purchase 'Flic 
hmited liability company is usually subject to less 
regulation lliaii the cor poi alien and may also beai a 
lower tax bin den. 

Participants may wish to oiganize Die enterpnse 
under the law of a second countiy, and opeiate the joint 
ventuic as a branch. Reasons for doing so include a 
desne to minimize taxes, or to withdraw piofits to a 
second country where they may be accumulated fiec of 
danger of currency depreciation, political instability oi 
exchange lestnctions. Despite its attuictions this foi in 
will raiely be used in Joint ventuies intended to operate 
in less developed countiies, mainly because tax liolidays 
and other investment incentives may not be available if 
the proposal involves the organization of an cntei piise in 
a foreign country to which profits can be withdiawn. 

Tax Aspects 

The place where the joint venture is incorpoiated is 
often ciiicial for tax purposes. Corporations created m 
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the tJnitLul Suites nic taxed lieie on then woildwide 
income. C'oiparations created in a foreign land aie 
generally taxed heie only on income derived fioin 
soiiices in Llie United States. 

Organising as a branch of a U.S. company would 
subject the joint ventuie to U.S. tax. If the venture is to 
be in Latin Ameiica, there is a 14 percentage point 
mcoine tax rate advantage in forming a Western Hemb 
sphere I'lade Corporation (WHTC). For example, 
\VHTC*s are used by many manufacturers to carry on 
Iheir opeialioiis in Canada and South America. 

Foieign corporations have often been used in lieu of 
WUTC’s with tlie result that no U.S. tax is payable, 
instead of ineiely the 14 percentage point reduction in 
tax, U.S, tax on foreign source income earned by foreign 
corporations is defeiicd oi postponed until the foreign 
coipoiatioii pays dividends to U.S. shareholders There is 
a veiy iinpoiUuU exception to this defcnal rule. The Tax 
Revision Act of 1962, which completely revamped the 
foreign income provisions of our Tax Code, made certain 
income of U.S. controlled foreign corporations immedi- 
ately subject to U.S. tax. This legislation was aimed 
principally at Ihe use of foieign base companies formed 
in low-tax jurisdictions to avoid paying taxes on divi- 
dend, interest, loyally and other receipts. 

The foreign coiporation in most cases will pay some 
foreign income tax. This payment may be credited 
against U.S. income lax. If the foicign lax late is lower 
than the U.S, rate, a tax is paid to the United States on 
foreign sonace income at a rate equal to the excess of Ihe 
U.S. ovei the foieign rale. Wlieii the foreign rate equals 
or exceeds the U.S. rate, the credit cancels U.S. tax on 
foreign so nice Income. The policy behind the foreign tax 
credit is to piovide neutrality as between domestic and 
foreign economic activity. 

Tlio foicign tax ciedit applies only against foreign 
income taxes which have been paid. Suppose oui joint 
ventuie is operating ui a country which allows it a 5 -year 
lax holiday? In that case the joint venture will pay full 
U.S. income tax at such time as it distiibutes dividends. 
The lax holiday will then have been nullified to a large 
extent. 

'ITiis ciicuinstance causes loud compl<^ints from 
capital-importing countiies. Tax incentives designed to 
attract new industries, especially those that will nianii- 
faclure export pioducts oi replace imports, are quite 
common in the less developed areas. At one tune the 
United Stales included in Us tax treaties a so-called 
“tax-spaiing^* piovision which in effect gave lecognition 
to LDC investment incentives by gianting U.S. tax 
credits for the foieign tax which would have been paid. 
However, the U.S, Senate refused confiimation to 
treaties containing such piovisions and their use was 
discontinued. 

In view of the advantages of foreign corpora tiom 
not subject to U.S. tax, why are they not xised for aU 
foreign opciatioiis? Tlie answer is that there are various 
restiictions on them which may deter their use. One 
important d etc i rent is the provision in our Tax Code 
limiting depletion allowances to domestic corporations. 
For this reason, the oil and aluminum companies and 
other industries engaged in extractive activities use 


Western Hemisphere Trade Corporations oi ordinary 
domestic U.S corporations abroad. 

Another reason why foreign corporations might not 
be used is that such corporations are not eligible for the 
tax-free organization, reorganization and liquidation 
provisions of the Tax Code without a prior ruling from 
the Internal Revenue Service to the effect that such a 
transaction does not have tax avoidance as one of its 
principal purposes. Use of a domestic corporation to 
engage in foreign activities allows them to be formed and 
then liquidated back into a parent corporation or 
merged with other domestic corporations on a tax-free 
basis without having to obtain sucli a ruling. 


Antitrust Aspects 

There are very few decisions on the antitrust 
consequences of international joint business ventures. 
Those cases which have arisen concern combinations of 
major American and European firms who were actual or 
potential competitors in one or more foreign markets. 
The landmark cases involve giant corporations with 
worldwide operations and generally the circumstances 
involve arrangements between such companies and their 
foreign counterparts. 

It is clear that the Sherman Act includes foreign 
commerce. The language is specific ‘‘every contract, 
combination or conspiracy in restraint of trade or 
commerce. . with foreign nations. ” is illegal. Tins 
prohibition has been applied to joint ventures between 
American and foreign firms. For example, the anangc- 
nient between the Dupont Company (U.S.) and the 
Imperial Chemical Industries Company (U.K.) to form a 
jointly owned Canadian subsidiary for the purpose of 
selling in Canada, was held by a U.S. court to be an 
attempt to divide the Canadian market. The decision was 
tliat one of the two companies must divest itself of its 
holding in the joint Canadian company. (100 F, Siipp. 
514-1951) 

Possibly the most well known joint venture case 
resulting in a finding of illegality under the Sherman Act 
was U.S. V. Timken, 341 U.S. 593 (1951). Here an 
agieement not to compete between an American and 
two foreign companies interlocked by stock ownership 
was held illegal and not a legitimate “joint venture” as 
contended by the defendants. The defense was that the 
companies weie really a part of a single corporate family 
and therefore this was not the same as a division of 
markets between uidepeiident enterprises. 

Another type of joint venture situation was involved 
in U.S. V. Minnesota Mining and Manufacturing Co. 92 
F. Supp. 947 (1950), Here U.S. competitors established 
joint factories abroad with an understanding that the 
participants would sell through these joint foreign 
factories rather than export from the U S. The court 
considered this an unreasonable restraint of the foreign 
trade of the U.S. and required divestiture of stock in 
each foreign factory by all except one company, 

A joint venture, or the ownership and operation of a 
joint company, even among competitors, is not unlawful 
per je, but becomes unlawful if its purpose and effect is 
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to restrain or monopolize interstate of foreign trade. A 
joint company among competitors will be closely scruti- 
nized Irom an antitrust standpoint just as will any 
agreement or cooperation between competitors. How- 
ever, It IS not to be condemned on tins tact alone. 

Joint ventures which include marketing in their 
activities are probably the most antitrust vulnerable. W. 
L. Fugate (Foeign Commerce and The Antitrusi Laws, 
Little Brown, 2nd edition, 1973, p 366) states, ‘Hhc 
cases seem to teach that joint marketing ventures 
between actual or even potential competitors will almost 
surely run into antitrust trouble.*' In tins connection, 
the courts have made little distinction between actual 
and potential competitors insofar as agreements not to 
compete are concerned. 

Joint manufacturing abroad, in itself, may not 
directly and substantially affect U.S. commerce. Even 
where U.S. commerce is affected, mere joint production 
not involving monopolization or other unlawful re- 
straints of U S. foreign trade is not unreasonable 
However, joint production may lead to joint marketing 
and, as indicated, joint marketing between actual or 
potential competitors is likely to be found illegal. Where 
the competitors have a joint venture to obtain raw 
materials which they themselves use, the situation may 
be different. There may be sound economic reasons for 
joint production, such as sharing the high costs and 
unusual risks of production of raw materials in a foreign 
country. 

No antitrust difficulties should arise in forming a 
new foreign company in cooperation with local foreign 
investors who, for example, aid in financing a venture in 
return for a stock interest, Obviously if the local partner 
is well established in the same business the antitrust risk 
increases. In that case the American partner might cease 
or curtail exports from the United States which are 
competitive with the joint company. Other U.S. ex- 
porters would find that they were up against a combina- 
tion of two erstwhile competitors in the foieign market. 
And the foreign partner would be under some com- 
pulsion to restrict exports to the United States or to 
appoint the American company as its exclusive outlet. 

Perhaps the conclusion reached by the Attorney 
GeneraPs Committee to Study the Antitrust Laws is the 
best available guide: Joint manufacturing or distributive 
activities abroad, even between competitors, should be 
deemed legal (1) if they involve no restrictions on U.S. 
imports and exports, and (2) if they do not unreasonably 
restrain competition in the American domestic market. 

Joint ventures abroad must also pass muster under 
any foreign antitrust laws which are applicable. Until 
recently challenges on antitrust grounds to American 
acquisitions of or mergers with foreign companies were 
non- existent. But this situation is changing quickly and 
some observers have written that in 10 to 15 years 
antitrust conditions m Europe will be similar to those in 
the United States. The first signs of change in Europe 
came in 1969 when the Commission of the European 
Communities (EC) challenged Continental Can Com- 
pany's acquisition of various European packaging manu- 
facturers. 

In November 1973 the EC's Court of Justice held 
that article 86 of the Rome Treaty, which prohibits ‘‘an 


abuse of a dominant position,” could bo used to 
challenge acquisitions and mergeis in the C’ommoii 
Maiket. This point was previously in doubt aiid^ is fai 
moie significant lor aiititiust enfoi cement in luuope 
than the Couit's decision that tlic lads in the case did 
not show that Continental Can had violated A Hide 86, 
The Commission appears to be lelyiiig on tins interpieta- 
tion in its recent investigations ol niajoi inlei national oil 
company and IBM- operations in Euiope. 

Investment Guaranties 

The U.S. Goveinment pi ovules guai antics against 
some of the political risks and, in ceitain cases, a poition 
of the business risks, i elating to new investment in about 
80 of less developed countiics. The political lisks 
covered ate, currency inconveitibility, loss due to 
expiopriation, and damage attiibiitablc to wai, levolu- 
tion or insurrection. 

To be eligible for such insuiance and guaiaiitecs, the 
investment must be made by a citizen of the United 
States or a corporation organized undci U.S. laws and 
substantially owned by a U.S. citizen, oi a foreign 
corporation which is wliolly owned by U.S. inteiest. The 
progiam is lun by the Oveiseas Private Investnienl 
Organization (OPIC), an independent agency in the 
executive brancli. Congress lecently extended the 
agency's authoiity until December 31, 1977. One of 
OPlC's piincipal goals is to encouiage private invest- 
ments lesponsive to local needs in less developed 
friendly countries. More infoimalion on investment 
guaiantees is available from OPIC, 1129 20lh Street, 
N.W., Washington, D.C. 20527. 


Investment Controls 

The U.S. Government has never attempted to 
regulate overseas joint ventures as sucli, but in the leceiit 
past it has put lestnctions on the U S. financing ol 
foreign direct investments. This Foieign Direct Invest- 
ment Piogiani, administered by the U.S, Depaitment of 
Commeice, was discontinued in 1974 

LICENSING 

Patents, Trademarks and Know-how 

The rights granted in foreign licensing agreements 
are patent rights, trademark rights and know-how, cithei 
alone or in combination. The licensor will theiefore 
want to take full advantage of any protection piovidcd 
by law to safeguard these rights. 

Statutes in almost every couiUiy of the world 
provide foi registering patents and tiademarks, Theie is 
no similar registration for uiipa tented technology, tiade 
secrets or know-how, although these lights can often be 
protected contractually, or under statutes relating to 
trade seciets or unfair competition. 

It is important to note that ownership or control of 
a U.S. patent does not automatically give protection in 
other countries or provide the basis for a license grant to 
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a foieign company. At piesent foieign patent lights are 
obtainable only by filing a separate application in each 
country in which protection is wanted. Under the 
Intel national Convention for the Protection of Industrial 
Propel ly, one who tiles an original patent claim in a 
meinbei countiy has a priority light of application for 
the concsponcling patent right in other inenibei coun- 
tries foi a penod of 1 year following the original filing. 
Tlie numbci of countries which belong to the Con- 
vention has been using steadily and now stands at 85. 
This includes all of the industrialized nations The Soviet 
Union joined in 1965 and most othei European com- 
munist countiies are also members. 

Acquisiiion ol patent lights on a multi-countiy basis 
IS complicated and is botli expensive and time con- 
suming. Any firm with an international patenting pro- 
gram can testify as to the high cost There are filing fees, 
registration fees and the fees of foreign patent agents to 
handle tlie prosecution. Foieign patent systems have an 
extra cost fcatuie not piesent in the United States. Most 
countiies leqiiue payment of maintenance tees periodi- 
cally, otheiwise the patent lapses. These fees become 
quite liigh in the latei years of the patent. In view of 
this, deciding which countiies to file for protection in 
can be difficult 

Like patent owneis, the United States and other 
govcinments are gicatly concerned about the uiter- 
luiiional patent system. The eveiiising numbei of foreign 
patent applications is ovei -burdening patent offices 
thioughout the world, with maiked delays in patent 
issuance. In 1973, foi example, the U.S. Patent and 
Trademark Office icceivcd 104,000 applications for 
patents. Of these about 37,000 weie filed by inventors 
icsidmg outside the U.S. Comparing 1973 with 1963 we 
tinil tiiat filings by foreign applicants have about 
doubled, Otlici counlncs levcal the same trend. 

To meet this problem a diplomatic conference, held 
in Washington, D.C. May 25-June 19, 1970, agreed on a 
Patent Coopeiation Tieaty (PCT). Its pin pose is to 
simplify tlie filing of patent applications on the same 
invention in a luuiiber of diffeient countries through a 
ceniial filing pioc,eduie and use of a standardized patent 
application foim. 

A piincipal featuie of the tieaty is a piocedure 
pel nulling an applicant to file an intei national appli- 
cation in tlie English language in the United States. 
The application will have a standaid foi mat acceptable 
to all nioinbei nations and will include designation of 
one Ol moic member nations in which the applicant 
desires piotcction. At the time of filing the international 
application will he subject to an inteinational fee (to be 
deter mi nod) but payment of national fees and tiansla- 
tion expenses will be delayed until completion of 
international processing. An international search leport 
will then be picpaied, a copy of which will be furnished 
to the applicant, and a copy to each state designated by 
him. National processing, examination, and issuing of 
patents will then be up to each nation under its national 
patent law. 

Befoie the PCT can become effective it must be 
intified by seventy countiies, of whom foui must be 
major nations with legard to patent activity. 


Americans should be aleit to tlie differences be- 
tween foreign patent systems and their own. One recent 
innovation in a number of countries is a system of 
deferred examination under which an applicant is given a 
period ot say, 5 years to decide wliether he wishes to 
prosecute his application, in the meantime full exainina- 
tion IS deterred Maintenance fees have already been 
mentioned as an added cost. It is vital that they be paid 
when due, otheiwise patent rights may lapse. Most U.S 
companies utilize foreign patent agents to keep track of 
and make due payments However, this is costly and 
agents have been known to fail to make a required 
payment although instructed to do so. The U.S. Depart- 
ment of Commerce has prepared a report on these 
requirements in selected foreign countries. {See article 
entitled “Foreign Rules on Need for Agents to Pay 
Patent and Trademark Maintenance Fees'" 

Another significant feature of many patent laws 
abroad is compulsory woiking. The most common type 
ot law IS that which provides for compulsory licensing of 
patents which have not been commercially used. The 
rule of the International Convention is that a patent 
shall not be subject to conipulsoiy licensing before the 
expiration of 4 years from the date of filing the patent 
application or 3 yeais from the date of the grant, 
whichevei is later. The patent may be subject to 
forfeiture after a further 2 year period, if not properly 
worked. 

Like patents, trademarks aie a limited monopoly 
right granted by a government within its own aiea. A 
U.S. company acq lines foieign trademark rights by use 
or registration in each country and retains these lights 
by obseiving the local requirements with respect to 
renewals, fees, supervision and use of the registered 
maiks. 

Unlike patents, which are limited to a fixed term of 
years and then expire, tiademarks may be renewed. 
Trade- marks, therefore, have a permanency denied to 
patent rights. It should be noted that in most countries 
the fust pel son who applies for a trademark is entitled 
to a registration and to exclusive property rights in the 
mark, i.e,, rights depend on registration rather than use 
of the mark as in the United States. In certain countries 
having “Registered User'* requirements, a trademark 
licensee must registei as such with the government. 
Failure to do so can result in cancellation of the mark. 

Trademark registration abroad is facilitated and 
protected by tlie International Convention in much the 
same manner as patent applications but the priority 
right is limited to 6 montlis. Only by timely and 
widespread registration can a company be sure of having 
the right to use and to keep others from using its 
trademark in foreign markets. 

As in the case of patents, the owner can assign or 
sell his trademaik or can license its use to others. 
However, in the case of licensing, he must in most 
countries undertake a supervisory responsibility beyond, 
that required in patent licensing. 

Unlike the present situation in the patent field, it is 
possible to centralize protection in an international 
trademaik registration under a treaty known as the 
Madrid Arrangement. About 21 countiies belong, al- 
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tiiough the United Stales is not a member. Under this 
Arrangement the trademark owner must register his 
mark in the member country in which he is domiciled. 
On the basis of this registration, the International 
Bureau in Geneva, Switzerland issues an international 
registration This is then deposited by the Bureau in 
each member country which pioccsses it in accordance 
with local law A U S trademaik ownei can take 
advantage of this if he has a bonafide indiLstrial oi 
commercial establishment in a member countiy. 

The basic advantage of intei national trademaik 
registration is that it saves money The fee for inter- 
national registration is considerably less than the total 
of the fees due in each country toi sepaiate regis- 
trations. 

The United States and several other countries have 
negotiated a new central filing regime for trademarks, 
called the Trademark Registration Treaty (TRT). This 
treaty eliminates certain features of tlie Madrid Agiee- 
nient whicli are objectionable to the United States, 
primarily that which requires an applicant to have his 
mark registered in his home country before the mark can 
be applied for as an international registration. The TRT 
has not yet been ratified by the United States or any 
other country. 

While know-how has a limited recognition as a legal 
property right, it does not have statutory protection like 
that for patents and trademarks So in granting a foreign 
company the right to use unpatented know-how, the 
licensor is quite dependent on good faitli and contrac- 
tual safeguards for the protection of lus ownership 
rights. 

Antitrust and Patents 

The simple grant of a patent license raises no 
antitrust questions. Whether the limitations included in 
the license as to the nature and scope of the rights 
granted are permissible depends essentially on whether 
tliey constitute restraint on competition outside the 
scope of the patent grant 

Among the limitations m patent licenses which have 
raised antitrust questions are restrictions on price, field 
of use, territory, resale, tie-in requirements and patent 
pools 

In the 1926 case of U.S v. Geneial Electric Co., 272 
U.S 476, the Supreme Court held that a single company 
engaged in manufacturing and selling a patented product 
may fix the prices at which a competitor licensee may 
sell G E, licensed Westing ho use to manufacture and sell 
patented lamps at prices fixed by G.E. on its own sales, 
Tlie Supreme Court upheld this price limitation as a 
condition of sale reasonably adapted to secure pecuniaiy 
reward tor the patentee. 

But this doctrine of the G.E. case does not 
legitimize all contracts of a patentee designed to fix 
prices under a license. Later couit decisions have 
narrowly limited the application of this rule and have 
held: (1) the sale of a patented article puts control of 
the purchaser’s resale price beyond the patentee’s powei; 
(2) the licensor cannot fix prices on unpatented pro- 
ducts resulting from the operation of a patented process 


or of a patented machine, oi whcie only pail oi the 
pioduct IS covered by patent claims, (3) the licensoi 
cannot fix the price of an unpatented component ot u 
patented combination, (4) a gioup ol companies m the 
same industiy cannot join togethei undei patents and (ix 
industry-wide prices 

The Supienie Couit has taken a cleai-cut stand on 
price control agreement of iinpatenled goods. Such 
agreements are illegal restraints of tiaclc under the 
Sheiman Act, regatdless of tlie reasonableness of llien 
effect on prices (U.S v. Socony-Vacuuni Oil C'o., 310 
U.S. 150-^1940). 

It ha.s also been held that a pateiUee may liccn.se tlie 
manufactiiie or use of a patented pioduct wiliun a 
limited field oi within a fixed tciiitoiy In (Jeneial 
Talking Pictures Coip. v. Western Hlectnc Co 305 U.S 
124 (1938), Western Electiic licensed the manufactuie 
and sale of patented vacuum tube amphficis, the license 
extending only to amplifiers foi use in the noncoin mci- 
cial field. One of the licensees made aniplifieis foi 
commercial use and sold tliern to the defciulant, who 
bought with knowledge that they were made and sold in 
violation of the license. The Court found infiingcmoiU in 
the manufacture and use outside the field .specified in 
the license. 

In Brownell v. Ketchani Wire and M(g. Co, 211 
F.2^ 121 (1954) the Couit ruled that a teuitoiially 
restricted patent license witliin liie United Stales was 
valid However, it is gencially agieed that tenitoiial 
restncUons extending beyond the geogiaphical limits of 
the country cannot be justified. 

Tying clauses in patent licenses which icquire the 
licensee to purchase from the patentee unpatented oi 
patented ai tides not within the scope of the licensed 
patent have been coiidemmed. Conditioning the giant of 
a patent license upon payment of loyalties on un- 
paten ted pioducts may be misuse of the patent and a 
violation of the Sheiman Act unless the loyalty agiec- 
ment was made foi the paities’ convenience and not 
coeiced by the patentee. A loyalty agiecmcnl based on 
the licensee’s total sales docs not give ri.se to any 
inference of misuse. Automatic Radio Mfg. Co. v. 
Ilazeltine Reseaidi Inc., 339 U.S. 827 {1950) 

Finally, the Courts have adopted the lule that the 
fust authorized sale of a patented aiticle exhausts the 
patent monopoly, and the patent cannot justify furlhei 
restiictions on the use of the article by the puichasei As 
a lesull, Courts have iimlidatcd limitations as to resale 
prices, Ol tie-iii clauses, or restiictions on expoils, 

A cuirent ca.se of widespread intciest was filed by 
the Department of Justice on Apiil 22, 1970, charging 
Westinghouse Electric Coi point ion and two Japanese 
companies with conspiring to lestiaiii tiacle between the 
United States and Japan thiough les trie live pa lent and 
technology licensing agreements. As of January, 1975 
the suit has not gone to trial. The suit cliaiges that; 

—Westinghouse and Mitsubishi of Japan iuivcagiced 
not to sell the licensed products in each otlior’s home 
country regardless of wliethci such pioducts aie 
patented oi not. 

-Westinghouse lequhed the Japanese companies to 
accept a bioader license than they desired, thus ex- 
tending the tenitoiial lestrictions to additional pioducts. 
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-The compnnics agreed to make loyalty payments 
to each othei, iiiespective ot whethei the pioducts on 
which royalties weie payable were patented oi weic 
pjoduccc! by using the licensed technology. 

'I he temedy sought is teimination of the agieemcnts 
and a lequiiement that the companies license each othci 
nonexciiisively m a contiact coveiing all their present 
and lutuie patents with no teintonal limitation “foi a 
leasonable period of time.'’ 

Many U S, licensois of patents and know-how to 
oveiscas companies are concerned ovei the Westinghouse 
suit. '1 hey loisee a tlood of import competition tiom 
toieign licensees possessing highly fa voiable cost advan- 
tage.s. Also they feai loss of thud countiy maikets to 
licensees. 

'Dus case raises toi judicial review a consideiatioii 
which IS piesent in viitiially every licensing contiact- 
wliethci the licensee is to be pei nutted to sell in the 
United States, In the opinion of many such a resliiction 
IS essential. Licensing a joint ventuie or a potential 
competiloj to undciLake local manufactuie may not 
make good business sense if it ic suits in the estabhsh- 
inciU of a conipetitoi in the U.S. maiket. 

The Dcpaitment of Justice has been giving m- 
cj easing attention to patent agieements and has foimcd 
11 PiiLcnl Unit to handle 11 ligation involving restrictive 
practices in licensing of patents and technology. The 
legality of a nuinbei of patent and know-how licensing 
piactices has been challenged, including agreements not 
to contest the validity of patents, agieements dividing 
fields of use and agieements that lequiie a giant back of 
patent ovvnciship on improvements. The latter has been 
alleged U) leduce the incentive of the licensees to make 
iinpj ovcnients oi to invest aiound the licensed patent. 

Incensing anangements may also fall within the 
scope ol the EC antitrust lules, oi the national laws of 
othei countries The HC rules aie based on Aiticle 85 of 
Uie Rome Tieaty. That aiticle prohibits any agieements 
likely to acivciscly affect trade between member states. 
In paiLiculai, piice-fixing agieemcnts, territoiial icstnc- 
lions and lic-in agieemcnts, among otheis, are null and 
void. Ilowevei, theic is an exemption, undci paragiaph 3 
of All. 85, of agieements which contnbiite to the 
impiovenient of the pioduclion oi distiibiition of goods 

As ol January I, 1974, about 35.000 agreements 
had been decided upon by the authonties in Biussels 
puisuani to the leqiureinent that all such agreements be 
rcgistorecL Of these registialions, somewhat more than 
5,000 weie licensing agieements, but the exact number 
is not available. At the same time, about 4,000 notifi- 
cations weie awaiting decision, half of which were 
notifications for licensing agreements. For a time it 
appealed tliat the liC Commission would issue gioiip 
exemptions foi specified types of licenses (as was done 
foi .sped (led exclusive dealciship agreements). Howevei, 
it now seems that each license agreement will be 
separately le vie wed and an individual decision made in 
each ca.sc. 

TUeie is language in Regulation No. 17 of the 
Council of Ministers, of March 13, 1962, which was the 
fust regulation issued under the antitrust aiticles, that at 
fiisi glance might seem to exempt most license agiec- 
nicnts. Aiticle 4(2)(ii)(b) piovidesfor exemption wheie; 


(ii) only two enterprises take part and the sole 
effect ol these arrangements is , . . 

(b) to impo.se restraints on the rights of any 
peison acquiring or using industrial prop- 
erty rights-paiticulary patents, utility 
models, registered designs or trademarks— 
or on the nghts of any person entitled, 
under a contract, to acquire or use manu- 
facturing processes or know-how relating 
to the utilization or application of indus- 
trial leehniques. 

This language has been taken to mean that there is 
no exemption it the icstuctions go beyond the scope of 
the patent grant or the trademark rigid or the rights in 
the know-how. Such res ti amts as the following would 
presumably go beyond the exemption* 

“Commitments extending beyond the period of 
validity of the property light, 

—licensee may not acquire, manulacture oi sell 
competing products, 

—licensee may not export to another member 
countiy, 

—licensee undertakes to impose competitive restric- 
tion on his cnstomeis. 

Under piesent circumstances it is desnable to notify 
the Commission of any agi cement containing such 
restrictions. By doing so one may succeed iii obtaining a 
declaration that the license qualifies under the exemp- 
tion of Art. 85(3). Not doing so exposes the licensor to 
the risk that the agi cement may be declared null and 
void It may be asked whethei an American company 
may ignore the regulations since, as a foreign company, 
It IS not under the jurisdiction of the Commission, 
Howevei, the Commission may impose fines on both 
patties and lake steps to satisfy the fine against assets of 
the foieign enterpiise within the EC. They might also 
levy against existing industrial property rights. 

The notification task should not be left to the 
European licensee That party might not make the best 
possible case to secure an exemption He would also 
often have an adveise interest, A declaration of in- 
validity could relieve the licensee of liis obligation to 
continue paying royalties. 

Certain clauses in patent license agieements are 
specified, in the opinion of tlie Commission, in a Notice 
issued December 24, 1962, as ‘‘not piohibited by Article 
85”: 

1 Restrictions on field of use (manufacture, 
selling). 

2. Restiicling the manufacture of a patented 
article ot the working of a patented process to 
certain technical applications. 

3. Restricting tiic quantity of articles to be manu- 
factured or the number of occasions of working 
the invention or process. 

4. Limiting the license in time (shorter term thai 
patent), in area (part of teratory covered b’ 
patent or specified place of business), or ii 
respect of persons (restriction on licensee’ 
power of as.signment or sub-license). 
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5. Requiring the licensee to mention the patent on 
tlie article. 

6. Imposition on the licensee of staiulauls of 
quality, or tlie procurement of certain pro- 
tliicts, parts or raw mutenak, essential to the 
proper teclinical working of the patent. 

7. Undertakings by the grantor not to license 
anyone else, or not to work the patent himself. 

According to the Notice, contracts containing no 
other restrictions than those mentioned are not pro- 
hibited. They need not be notified to the Commission 
and it is not necessary to obtain a clearance for such 
agreements 

Few less developed countries (LDC’s) have antitrust 
laws or enforcement machinery. They desire to foster 
and induce the inward transfer of technology would in 
any event cause them to be extremely loathe to interfere 
in hcensing arrangements. This attitude, however, is 
changing. LDC governments are taking an increasingly 
questioning attitude toward restrictions which hamper 
their trade and industry. 

The United Nations Conference on Trade and 
Development (UNCTAD) has ordered a study of Restric- 
tive Business Practices Affecting Developing Coimtifes, 
It has asked member countries to submit copies of any 
contracts and agreements which contain restrictive 
clauses Tins covers not only patent licenses but also 
joint ventures, and focuses on restrictions on exports, 
selling quotas, requirements for sales through designated 
agents, restrictions on export prices, iiiternatjonaj alloca- 
tion of markets, controls over distributors and certifica- 
tion requirements. It is too early to say what this study 
portends but it clearly evidences deep concern by the 
LDC’s that business arrangements should not be so 
restrictive as to impede LDC trade and development. 

The acceptability of a license or joint ventiue undei 
U.S. law can be tested by submitting a request to the 
Department of Justice. Under tlie Business Review 
Procedure, businessmen in doubt about the legality of 
proposed transactions may submit them to the Antitrust 
Division for review and for a statement of the Depart- 
ment’s enforcement intention. The Review Procedure 
does not grant absolute clearance or immunity from 
furtlier Court action. However, the Department has 
never brought a criminal action in any case where it was 
requested for an advisory opinion, where there was full 
disclosure of information at the time the request was 
submitted. 


Tax Aspects of Licensing 

Income from licensing patents, trademarks, copy- 
rights and know-how is, like all income of an American 
corporation, taxable under the Internal Revenue Code 
irrespective of its source. Generally, income from a 
direct license is taxed at ordinary tax rates, with a credit 
against the U.S. tax for the foreign incorne tax which is 
withheld On payments by the licensee. 

Capital gains treatment may be obtained for li- 
censing income under certain circumstances. If aii 
substantial rights in a patent are transferred the trans- 


action may qualify as a sale oi exchange, 1 his neces- 
sitates either tiansfci of legal title in the paten 1 with 
legistration of the tiansfeiee as patent ownei, or 
gianting an exclusive license within a pailiculai aiea foi 
the life of the patent. Sales of tiadetnaiks and know-liow 
may also be made by assignment of title oi gi anting an 
exclusive license in a limited geogiaphic mca loi a 
perpetual period. A sale of know-how pieseiils addi- 
tional difficulties, Its natuic as “piopeily" nuisl be 
cleaily estabhshed and the licensee should leceive the 
right to prevent its unauthorized disclosuie. 

Whether all substantial rights have been tiansieiiecl 
in a given transaction is a fiequently disputed point. 
Retaining such valuable rights as the unconditional right 
of the licensor or transfeioi to terminate at will oi upon 
giving notice makes capital gam tiealmenl unavailable. 
But it is permissible for the licensoi to lelain the powei 
to terminate the agreement upon the occiucnce of an 
event not within his contiol. 

The exchange of patents, tiadeniaiks and know-how 
for shares in a foregin company constitutes a taxable 
exchange of a capital asset. This type of tiansfer has 
been used incieasingly, particulaily wlien the transfeice 
country taxes dividends at a lowei latc than royalties. 

The exchange of patents, Iradcmaiks and know-how 
for shales m a foieign coiporatioii may be tax-fiee foi 
the licensor if an advance luling can be oblainotl fiom 
the Intel nal Revenue Seivice tiuit tlie pioposed tiansfei 
IS not for the piincipal put pose of avoiding hedeial 
Income Tax. The Internal Revenue Seivice has i.ssued 
guidelines to use in securing .such advance lulings (Rev. 
Proc. 68-23, Internal Revenue IBullctin. May 27, 1968). 
Among its provisions j.s a list of coiidiUons where a 
favorable ruling will not be issued— such as, wheie it is 
reasonable to believe the patents, etc. will be licensed 
after the tiansfer or where the patents aie to be used to 
maiuifacture goods for sale oi use in the United States. 

Prior to the Revenue Act at 1962 it was common 
piactice to tiansfer patent and know-how rights to a 
foreign base company, i.c., oigani/.ed in a low-tax 
jurisdiction. The base company then cairied on licensing 
operations, paying very nominal taxes on its loyally 
income. 

The 1962 legislation changed this pictme in two 
principal ways: (i) it did away with capital gains 
licensing between a U.S. company and a conti oiled 
foreign corporation so that tiansfei of patents and 
know-how to a foreign base company would now be 
taxed at ordinaiy income tax rates; (ri) it subjected 
royalty income of a foieign base conip<iny to ciirreiil 
U.S taxation, ending Us defeired status. 

Licensing may still be can led on tliiough a foieign 
corpoiation witli tax defciral if an active tiade or 
business such as manufactuiing is being conducted. In 
that case the share of the foreign coipoiatioiTs total 
income represented by royalties and ollici ‘‘passive” 
income (dividends, interest, rents) may not exceed 30%, 
otheiwise such income would become subject to cuuenl 
U.S, lax. 

A foreign subsidiaiy may also be used to advantage 
to carry on hcensing operations in LDC’s. The loyalties 
ui that case would enjoy tax deferral if invested in 
LDCs. 
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Export Controls 

The Export Aclministration Act of 1969 authorizes 
the President to piohibit oi cm tail exports of com- 
modities and technical data from the United States. 
Under this authority the Department administers a 
control system based on national secmity, foreign policy 
and short supply needs in the United States. Most 
exports to Canada aic free of license. Shipments to othei 
destinations require either validated license for which 
the expoiter must submit a signed application, or a 
general license. A general license is a broad authorization 
which lequires neither an application by the exporter 
nor the issuance of a license document by the Depart- 
ment. 

There are two general licenses foi the export of 
technical data. General license GTDA (Technical Data 
Available to All Destinations) authorizes American 
expoiteis to tiansmit to any destination unclassified 
technical data of a scientific or educational natuie. The 
otliei general license (GTDR— Technical Data under 
Restriction) authorizes exports of a broad range of 
unpublished technical data to free woild countries. Such 
exports are, however, subject to assuiances from the 
foreign importer against the unauthoiized use of both 
the data and its direct pioduct. Aside from data relating 
to a lew highly strategic commodities, most technical 
data can be exported to fiee world countiies undei these 
geneial licenses. Generally available published data and 
scientific and educational data, may also be exported to 
Eastern European countries under geneial license. On 
the other hand, expoits of unclassified unpublislied 
technical data requires a validated license to Eastern 
Euiopc, Asian Communist areas and Cuba. 


GOVERNMENT AIDS AND SERVICES 
Department of Commerce 

Commerce piovides tiadclists to help in finding 
customeis, distiibutois, agents and licensees abioad; 
world tiade directory repoits containing basic com- 
incicial and financial iiifoimation on specific foreign 
films and individuals; and all kinds of customs, tax, and 
legal iiifoimation, including patent and ti a clem ark legii- 
lations abroad. 


Two services aie available from the Depaitment of 
Commerce to help persons or companies find a qualified 
licensee abroad. If the potential licensor wishes to 
address his appeal to a wide audience in many countries, 
the Department will anange to publish the proposal in 
Commefcial News-a monthly publication sent to all 
Foreign Service Posts. If the American firm can identify 
three to five countries of particular interest, the Depart- 
ment will lequest the Foreign Service to canvass the 
local business community and identify the most promi- 
sing prospects. For further information write to Foreign 
Investment Services Staff, Office of Export Develop- 
ment, Room 4021, U.S. Department of Commcice, 
Washington, D.C 20230. 

The Buieau of International Commerce (BIC) peri- 
odically sponsors trade missions to potential foreign 
markets. The missions are basically selling teams sent out 
to develop business opportunities. The mission members 
talk in person with foieign businessmen. They take witJi 
them specific business proposals submitted by Ameiican 
firms. The teams include experts in various lines of 
business and industry, TJiey return with proposals and 
offers submitted by foieign firms and these are made 
freely available to the business community. The U.S. 
Depaitment of Commerce District Offices can help you 
secure these and other helps to doing business abroad. 

Investment Guaranties 

Guaranties are issued to covei an investment in the 
form of a licensing agi cement for the use of patents, 
processes and techniques in excliange for royalty pay- 
ments. Oidinarily, however, an agreement calling for 
payments of royalties or fees will not be eligible for 
guaranties unless the investment is intended to extend 
for at least 5 years, 

Congiess specifically included these intangible assets 
in the investment guaranty program to cncouiage the 
spread of advanced technological methods. Trade names, 
tiademarks and goodwill, while often closely associated 
with the license of patents, processes and techniques, are 
not eligible for guaranties. The maximum convertibility 
coverage obtainable under a licensing agieement is the 
sum of the royalty payments over tlie life of the 
contract. The investor must fuinish OPIC with a copy of 
the licensing oonti act and substantiate both the reason- 
ableness of the royalty rate and the estimate of royalty 
payments. 
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FOREIGN RULES ON NEED FOR AGENTS TO PAY PATENTS 
AND TRADEMARK MAINTENANCE FEES 


By JOSEPH M UGllTMAN 
Foreign Business Practices Division 


In response to request from U.S companies about 
the necessity of having representatives abroad pay 
aniiiiai patent and trademark fees, the Foieign Business 
Practices Division, Office of International Finance and 
Investment, requested American Embassies in 34 coun- 
tries, comprising inajoi sources ot U.S. patent and 
trademark activity, to survey the situation Each Em- 
bassy was asked to determine if its countiy of location 
permitted such fees to be paid directly to the Patent 
Office (or otliei appropriate agency) by the foieign 
patent or trademark owner residing abroad, oi by his 
representative in a tJurd country, oi if such countiy 
required these payments to be made only thiough a 
domestically domiciled agent or repiesentative. 

The survey was undertaken m 1971 and, so far as 
can be determined, no major changes have since occiired 
in these countries. This article which is based on that 
survey has been prepared to assist U.S lirms in 
ascertaining costs of servicing maintenance fee paymejit.s 
once registiations have been obtained. 

Most countries, unlike the United States, requiic 
patent owners to pay an annual maintenance fee or tax 
to keep their registiations in force These payments aie 
on a graduated scale, increasing sharply m the patent’s 
later years Countries generally do not lequire yearly 
payments to keep trademarks in force, fees are lequircd 
for renewal alter first registration, usually for 10* to 
20-year periods. Spam and Yugoslavia are exceptions 
and leqiiire certain periodic payments. For piirpo.se of 
this article, the term ‘^maintenance fec(s)” applies to 
lees and taxes required to keep a patent or a trademaik 
in force, during the permitted registration period. 

In the following countries, such fees may be paid 
directly by the foreign owner oi his repiesentative in a 
third country Argentina, Australia, Austim, Belgium, 
Denmark, Finland, France, German Federal Repub hc^ 
Iran, India, Israel, Italy, Korea, Mexico, Norway, Paki- 
stan (see explanation below), Philippines, South Africa 
(see explanation below), Switzerland, Sweden, and the 
United Kingdom. 

In the following countries a local agent or repiesen- 
tative IS required to make the maintenance lee pay- 
ments. Brazil, Chile, Czechoslovakia, Greece, Japan, 
Netherlands, Portugal, Spam, Taiwan, Turkey, USSR, 
Venezuela, and Yugoslavia. 


A number of couiUiios that do not icqiilie pay- 
ments tliiough local lesidents have noted that, with 
lespect to payment lemindeis oi othei conespoiulence 
legarding fees, they will not conespond with any foieign 
addiessee, only a local lepiesentative Such coiinlnes 
include Austialia, Finland, India, Pakistan, Switzcilaiul, 
and the United Kingdom, Pakistan authoiities note Unit 
while legally, direct payments can be made, a local agent 
Will be needed since they will not communicate with 
anyone else The Swiss and The Netheilaiuls Patent 
Offices peimit domestic patent ageiU.s to have accounts 
with them liom which maintenance lees aie debited 
when due on a client’s behalf In Finland, I he As.so ela- 
tion of Finnish Patent Attorneys will witiuluiw its 
members from any patent case wiieie maintenance lee 
payments are made by the foieign ownei diioclly to the 
Finnish Boaul of Patents (Patent Office) In South 
Africa, while roguhUions technically poimit foieigneis to 
make direct payments, foieign fiims must attach ceitani 
levenue stamps obtainable only in that couiUty. 

The situation foi each of the 34 couiUiic.s is 
desciibed in the succeeding paiagiaplis. Requiiemcnts 
foi SCI vicing tiademaiks aic noted only wheie the 
countiy lequiies payment of aniuial oi othei peiiotlic 
maintenance fees to keep them in loice dining the 
legistration penods 

Argentina -Not necessaiy foi foieign ownei s of 
patent legistrations to make maintenance fee payments 
thiough local agent oi lepiesentative, Noniesident can 
pay directly by check oi bank dtaft to “Secielaiia de 
Bslado dc Indusltia y Comeicio Intenoi, Dueccion 
Nacional de la Piopriedad Industrial,” Av. Julio A. Roca 
651, Buenos Aiies. Thud parly lesident aiiothcj coiinUy 
can have U S. ownei’s powei ot attorney make pay- 
ments. 

Australia-Patent maintenance fee payments may be 
made directly by foreign ownei oi agent. Not necessaiy 
foi agent reside Aiistiaha. Desiiable for patent ownei 
piovide address of local peison for Patent Office contact 
on matters such as incorrect fee payments, changes fee 
schedules and due dates. Nut incumbent on IhiLcnt 
Office infoim foreign patent owners of fee due dates. 
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Austna-MaiiUentiiice fee payments foj regisleied 
patents can be made directly by foreign owners or othei 
antlioiized paities not resident Austria Repiesentativc 
in third country can exeicise power of attorney and 
make payments for foreign owner. 

Belgium —Foreign owneis of patents can pay main- 
tenance fees directly to Ministiy of Economic Affaiis 
(Industrial and Commeicial Propeity Service), Biussels, 
without engaging local leprescntation, oi letaining agent. 
Sucli payments can also be made by ownei’s repiese illa- 
tive resident third countiy For tiademaik situation, see 
Netherlands' on Benelux 1‘iademarks Office procedures. 

Brazil -Maintenance fees for foicign-owned patents 
cannot be paid directly fiom abroad Ilowcvei, such 
payments can be made thiough any representative 
resident Brazil, not necessaiily patent agent oi with 
powci of attorney 

Chile-Maintenance fee payments for foieign-owned 
patent legisUations can be made only by duly registered 
Chilean patent attoiney with power of attorney, not by 
anyone else. 

Trademarks held by Chilean subsidiary of U.S 
company may be renewed by any authorized i ep resen ta- 
live such company. 

Czechoslovakia-Foreign patent owneis must make 
patent maintenance payments through local agents 
designated by Czechoslovak Office of Patents and 
Inventions. Nomcsidents must be lepresenled in dealings 
that Office eithei by attorneys fiom Czechoslovak Legal 
Advice Buieaus No 1 oj 10, government-conti oiled 
lawyeis coopciatives, oi from “Unipatenl," a vspecialized 
government organization. Not possible third person 
residing another country make payments for U.S. 
patent ownei . 

Denmark- Foreign patent owners may make direct 
payments maintenance fees; no inleimediary necessary. 
Such payments may also be made on behalf U.S. owner 
by any third paity lesident anothei country, 

Finland -No legal requirement that annual main- 
tenance fees for foreign patents be paid only by local 
agent Noniesident foieign owner, or thud patty resident 
anywhere, can make such payments ducctly. Howevci, 
Finnish Board of Patents (Patent Office) will not remind 
or inform foreign owners of payments due, or changes in 
fees or exchange lates. Board considers it piactical 
necessity foi owner to have Finnish agent for all patent 
tiansactions. Association of Finnish Patent Attorneys 
will have its members withdiaw fiom any patent case 
where annual maintenance fees are paid duectly by 
owner to Board of Patents. 

France-Maintenance fee payments for foieign- 
owned patents do not have to be made by, or through, 
local agent or other representative. Nonresident foreign 
owner, or authorized party in another country can make 
such payments directly to “Agent Compatable*’ of 
Flench Institute of Industrial Pioperty (INPI) by inter- 
national money older. 


Germany, Federal Republic of- Nonresident patent 
owneis do not have to make maintenance payments 
through local agent or other representative in Germany. 
Such ownens, or authorized representatives in third 
countries with power of attorney from owners, may 
make such payments directiy. Local representative re- 
quired in dealings with Patent Office to rectify matters 
where annual lees not paid in time, 

Greece -If toreign owner of patent registration in 
Greece does not reside that country, he has to submit 
payment through authorized party, can be anyone with 
owner’s power of attorney, Greek Patent Office will not 
accept payment ot foreign patent maintenance fees by 
mail 

Iran-Foieign patent owners need not make re- 
quired payments of maintenance fees through local 
agents or othei representatives in Iran. Such owners, or 
authorized representatives m third countries, may pay 
directly to Depaitmeiit of Company Registration, Tiade- 
marks and Patents, Avenue Sabt, Tehmn. 

liidia-Payment of maintenance fees for foieign- 
owned patents can be made by the owner directly, or 
throiigli a local agent, or through an agent in anoUiei 
country, to the Indian Patent and Trademarks Office. 
The only requirement is that foreign firms have Indian 
mailing addiess because Office does not communicate 
directly to parties outside India, 

Isiael— No legal requirement that foreign owners of 
patents pay maintenance fees througli local agent or 
olliei representative in Israel. Such owners, or au- 
thorized representatives in tliiid countries, may make 
payments directly Recommended that such payments 
be made through local bank which would transfer them 
to Patent Office in local curiency corresponding to exact 
fees. 

Italy-Mamtenance fee payments for foreign-owned 
patents may be made directly to Italian Patent Office by 
foreign-owner resident outside Italy; or by liis represen- 
tative ill Italy or in his own or any third country. 
Payments from outside Italy may be made directly to 
that office by internationi money older. Payments 
within Italy must be deposited at local Post Office, and 
receipt sent to Patent Office. 

Japan— Maintenance fees for foieign-owned patents 
must be paid by owners through representative or agent 
111 Japan. Foreign owners resident abroad cannot make 
payments directly to Japanese Patent Office, noi can 
leprcsentative parties thud countries make such direct 
payments their behalf. 

Korea- Fees to maintain patents in force may be 
paid diiecHy to Korean Government by nonresident 
owners. No mterme diary representative required. Any 
lesident in third country having foreign owner’s power 
of attorney may also make such payments directly to 
Korean Government, 

Mexico-Foreign owners of patents, residing abroad, 
may pay maintenance fees directly to: C Tesorero de !a 
Federacion, Director Propriedad Industrial, Secret aria de 
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Industna y Comercio, Mexico 7, D F., Mexico Repre- 
sentative m third country, with power of attorney from 
foreign owner, can make such payments above otfice, 
provided his power of attorney has been duly filed with 
that office, 

Norway-Foreign owners do not have to pay main- 
tenance fees for patent registrations through local 
representative. Such payments can be made directly by 
foreign owners regardless where domiciled, also by any 
representative party holding power ot attorney 

Netherlands— Payments of maintenance fees for 
registered patents owned by foreigners must be made by 
representative residing in Netherlands, not necessarily 
registered patent agent However, persons other than 
patent agents rarely used this purpose since Patent 
Office has computerized service with patent agents foi 
reminder notice on patent fees due. Patent Office also 
maintains standing accounts with patent agents from 
which payments are deducted. All trademark matters 
now handled by Benelux Trademarks Office at The 
Hague; no maintenance, only renewal fees. 

Pakistan— Legally, foreign patent owner, non- 
resident Pakistan, can make maintenance payments 
directly to Patent Office/ But, nonresident will not 
receive any communications or receipts from authorities. 
For practical purposes, therefore, payments may have to 
be made through local agent since law requires an 
'‘address of service in Pakistan" for transactions, and 
authorities will not correspond with anyone on patent 
and trademark matters outside country. Third party 
resident in another country cannot hold power of 
attorney in Pakistan from U.S, ownei to make such 
payments. 

Philippines-Foreign owners of patent registrations 
may make maintenance payments directly to Patent 
Office, even if nonresidents. Not necessary to make such 
payments through local agent or representative. 

Portugal-Maintenance fee payments for patents 
must be made by foreign owners either through Portu- 
guese agent, or other third party resident Portugal with 
power of attorney from owner authorizing such pay- 
ments. 

South Africa-Payments of required fees to keep 
foreign-owned patent registrations in force can be made 
directly to Patent Office by foreign owners. But, foreign 
firm must complete renewal form and attach South 
African revenue stamps obtainable only that country. 
Only patent agent can ordinarily act for another parly in 
South Africa. However, if another party that country 
obtains the stamps and affixes them to renewal foims, 
this IS acceptable, 

Spain-Payment of fees for maintaining foreign- 
owned patents (annually) and trademarks quim 
quenniaiiy) must be made thiough an officially sanc- 


tioned agent oi other representative in Spam witli piopei 
authority No diiect payments can be made by foieign 
owners oi repiesentatives in third countries 

Sweden— Not necessaiy foi foreign patent ownei s 
pay maintenance fees through lepiescniatives in Sweden, 
can make such payments diiectly Repiesentatives in 
third countrie.s can also make such pay men U on bchall 
of owrieis 

Switzerland-Main tenance fees for foieigii-cnvned 
patents can be paid directly by ownei s oi lepiesentalives 
anywheie. However, reminders on patent fees aic not 
sent to ownei s or lepiesenta lives abioad, only to 
lecoidcd Swiss representatives. Patentees may open 
deposit account with Patent Office, giving it instuictioius 
on every case wlieie account to be debited foi specific 
patents Over-drafts due lack of funds can cau,sc cancella- 
tion. Patent Office suggests advance fees be paid lor 
seveial years or foi entire life of patent involved. In 
absence deposit account, fees payable by bankers check 
at Swiss bank. 

Taiwan—Payment of maintenance fees foi foieign- 
owned patents can only be made thiough resident patent 
attorney registeied Taiwan. The foreign ownei of a 
patent cannot make such payments directly whethei oi 
not he resides in Taiwan. No representative in thud 
country can have lecognizcd power of attorney make 
such payments 

Turkey— Foi eign patent owners must pay main- 
tenance fees through an agent resident in Tin key, 
selected fiom a government appiovcd list of Turkish 
agents 

United Kingdom-Foieign patent and tiademaik 
owneis not required to pay maintenance fees thiough 
local agents. Payments may be made diiectly to Patent 
Office by owner residing abioad or his lepiesenlative in 
third countiy. Butish autliorUies suggest desirability of 
U.S. patentee appointing patent agent oi oveiseas 
subsidiary to lendei “personal reminder" seivice foi due 
dates and changes in fees. 

USSR-Foieigneis can pay maintenance fees to keep 
patents in force only through Patent Department of 
All-Union Chambei ot Commerce which cliarges fees foi 
such services. 

Venezuela-Patent maintenance fees must be paid m 
cash (not check) through personal appeaiancc by owneis 
or legisteied agents at the Registiy of Iiulustiial Piop- 
erty of the Ministry of Development. 

Yugoslavia— Foieign patent and trademark owner 
must be represented by “a professional representative 
who IS a Yugoslav citizen holding a powei of attorney" 
in dealings with Fedeial Patent Bureau, including main- 
tenance fee payments (annual foi both patents and 
trademaiks). 
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DEVELOPING A PRODUCT AS LICENSEE OF FOREIGN COMPANY 

By VINCENT TRA VAGLINI, DIRECTOR 
OJfice of International Finance and Investment 


The nature and extent of the inflow of pioduct and 
design technology to the United States from abioad via 
licenses was siiiveycd in 1961 by the George Washington 
University (GWU) Patent, Trademark and Copyright 
Foxindation. The siiiwey determined that there was a 
relatively small flow but that it was becoming moie 
signil leant and could be expected to increase in the 
future. The lack of interest histoncally is explained 
partly by the fact that the engineering departments of 
most of the U.S companies had a tendency to view 
European engineering developments skeptically 

Theie has been a change in this situation which 
confiims the accuracy of the GWU smvey’s prediction. 
Not only aie more Amciican companies feiretmg out 
foieign technological developments, but European man- 
agements are exercising much moic initiative in selling 
then own techniques abroad. Two types of measurement 
arc available which indicate the ticnds. 

Patenting in the United States by Foreigners 

Tile numbei of patents issued annually in the 
United States has grown fiom 47,000 in 1960 to 78,000 
in 1972. A significant factoi m this growth has been the 
numbci of patents issued to foreign-owned companies 
and nationals domiciled abroad. Since 1960, there has 
been a giadual peicentage inciease in U.S. patenting by 
foieign icsidcnls, as compaied to patenting by U.S. 
domiciled paitics. In 1960, about 16% of all U.S. patents 
were issued to foieign lesidenls (7,600 out of 47,000 
issued). By 1966, this percentage increased to about 20% 
(13,700 out of 68,400), in 1969, to a little over 25% 
(17,000 out of 67,600), and in 1972, to about 31% 
(23,800 and of 78,000.) During this period, the average 
annual inciease in patent issues to U.S, nationals was 
about 6%. For foreigners resident abroad, U.S. patent 
issues increased, on the otliei hand, by a significant 
average of about i 6% each year. 

Also of inteiest is the countiy distribution pattein. 
Of the U.S. patents issued annually to foreign residents, 
over 90% are to patentees in nine countries-Canada, 
France, Germany, Italy, Japan, Netherlands, Sweden, 
Switzerland, and the United Kingdom, In 1972, Ger- 
many (5,700), Japan (5,200), U.K, (3,200), France 
(3,200), Switzerland (1,300), and Canada (1,200), were 
the principal countiies of residence. Total patent issues 
to lesidcnts of the remaining listed countries were less 
than 700 per country. Significantly, Japanese nationals 


increased their annual U.S. patenting from 545 issues tn 
1964 to 5,200 in 1972, an annual average increase ol 
32% German patenting in this country, which has 
always been high, increased from 2,400 in 1 964 to 5,700 
in 1972 (15% annual average increase) French patenting 
went from 1,013 to 2,200 m this period (13% average 
increase) and U.K. patenting from 1,800 to 3,200 (12% 
average increase). 

U.S. patenting by Eastern European enterprises has 
been slight. However, an indication of more recent 
inteicsts from this aiea is noted. In 1964, enterprises in 
Bulgaria, Czechoslovakia, Hungary, Poland, Romania 
and U.S.S.R. received 70 U.S, patents. In 1972, this 
increased to 577 U.S. issues. The U.S.S.R., which 
leceived only 12 patents in 1964, received 355 U.S. 
patent legistrations in 1972, 

U.S. Royalty and Fee Payments Abroad 

A glowing interest m foreign licensing here is also 
reflected in balance of payments figures. While U.S. 
receipts of royalties and fees irom licensing abroad are 
about 9 times greater than payouts for foreign tech- 
nology licensed here, this latter payment has had a 
steady annual growth, U.S. royalty and fee payments for 
licenses received from foreign-affiliated and non- 
affiliated films rose from a total of $127 million in 1964 
to $405 million in 1974. 

Also noteworthy is the type of activity under which 
U.S. licensing outflows occurred. Since 1964^ an annual 
average of 80% of the total payments resulted from 
licensing activity m manufacturing industries. The re- 
maining payments occuiied from licensing in petroleum, 
trade, and other nonmanufacturing industries. 

Foieign Technology Availabilities 

In recent years, foreign managements have been 
very active in pushing introduction of their technologies 
in the United States. U.S. firms have also become more 
interested in taking licenses for foreign technology m a 
variety of fields offering promising marketing oppor- 
tunities in this country, A few examples follow. 

1. A new pliable contact lens (SOFLENS), made by 
a soft, water absorbing plastic technology developed by 
the Czechoslovak Academy of Science, is now being 
licensed in the United States. 
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2, The “Soderberg System'* used in the aluminum 
industry for ore treatment and refining is a niajoi 
technological process developed in Norway, it is now 
used by about half of the alumina reduction plants in 
the United States. 

3, The German Wankel rotaiy combustion engine is 
licensed to Curtiss-Wnght Corporation, which has the 
rights to sublicense to North American automotive 
manufacturers and makers of other types of equipment 
The engine is now in a feasibility study stage. 

4, Over half of the plate glass produced in the 
United States is made under licenses for the Pilkington 
“float glass” process developed and owned in the United 
Kingdom. 

5, In broadening its activities to include water 
pollution control, Zurn Industries of Ene, Pennsylvania 
has entered into a licensing agreement with Balcke 
Maschienenbau AG of Bochum, West Germany for 
production of cooling water towers. Balcke invented the 
natural-draft cooling tower around the turn of the 
century. 

6, The Newport News Shipbuildmg and Dry Dock 
Company has signed a licensing agreement with a French 
firm to build a ship container system that can keep 
liquified natural gas at -258*^ F for ocean transpoit. It 
features a stainless steel inner membrane with additional 
layers of plywood and balsa, 

1 , Leading Japanese industrial firms are offering 
licenses in the United Slates, such as Hitachi, Ltd., 
which announced availability of 513 of its U S patents 
for licensing. Included in these patents aie electron 
microscopes and other research and industrial precision 
instruments, 

8, Soviet technology now available for licensing in 
the United States relates to surgical devices, waterproof 
cement, various types of blast fmnaces, hydraulic 
presses, welding equipment, and electroslag remeltmg 
process for making Ingh-quality alloys, superalloys and 
other steels. 

Some examples of foreign technology flows to the 
United States over the years which have resulted in 
popularly- known products are: 

BalFPoint Pen-The modern form of the bail-point 
pen was developed by two Hungarians in the early 
1940’s. Several United States companies, including 
Eversharp and Eberhard Faber Company, licensed the 
rights for production in the United States. 

Cellophane-0 f French origin, cellophane was fust 
produced in the United States in 1924 by DuPont, 
which was assigned the U S. patent, process and know- 
how rights by the French developer. 

Crease-Resisting Fabrics-A major innovation in the 
textile industry, the crease-resisting piocess was the 
result of research by the Tootal Broadhurst Lee Com- 
pany Ltd,, a British firm. Its commercial application 
dates to 1932, and is widely used throughout the world. 

DDT- Although originally prepared in 1874, DDTs 
insecticidal qualities were not realized until discovered 
by J.R. Geigy, a Swiss firm, in 1939, 


Fluorescent Lamp -Based on eailiei discoveries in 
France and Geimany, fluoiesccnt lighting was fiist 
marketed in the United States m 1938 by the Geiieial 
Electric Company 

Hardening of Liquid Fats— Widely used in soaps and 
food, the process foi hardening vegetable and animal fats 
came fiom Geimany, and dates back to 1910-14, 

Helicopters -.-The fiist piacticable design was pro- 
duced in Geimany in 1937 United Aiicialt Corpoiation 
produced the first successful United States design in 
1941. 

Insulhi-Eli Lilly Company, an Ameiican ITim, 
cooperated witli a group of cxpeits associated with the 
Umveisity of Toronto to develop techniques for the 
factory production of this Canadian invention. 

Jet Eiigiue~The jet engine was the result of sinuil- 
taneous development etfoits in England and Geimany 
during the late 1930*s and 1940*s. 

Magnetic Recording- A Danish invention, it was 
first produced in the United States in 1903. 

Plexiglas and Lucite-The American Rohm and Haas 
firm fiist piocluced plexiglas in the United States in 

1935, based on discoveiies of the German Rohm Haas 
film, Ba.scd on a Canadian discovery, DuPont seemed 
patent rights to produce Lucite in tiie United States in 

1936, 

Penicillin— Penicillin was discoveied in England m 
1928. 

Polyethylene— The low tempciatuic piocess for 
manufactuimg polyethylene was originally developed in 
Germany in the mid-1950*s; has since been licensed to 
United States films. 

Self-Winding Watch -Pi imarily a Swiss invention, its 
development dates back to the 1920*s, 

Tungsten Carbide— Extensively used in dies, ma- 
chine tool cutting edges and when resistance to wear and 
conosion aie essential, tungsten caibide was developed 
commei daily in Geimany by Krupp. Geneial Electric 
Company purchased the American lights to Kiupp 
patents and has made numeious technical impiovemcnls. 

Channels for Obtaining Foreign Technology 

Many companies do not look for licensees. They 
merely accept or i eject those that offer themselves as 
candidates for a licensing agreement. Locating potential 
licensors may, theiefore, lepiesent a considerable piob- 
lem foi the American firm without oveiscas connections. 

Some licensing executives think the best way to 
locate or screen potential licensors is to talk directly 
with the candidates’ customeis, dislnbutois and sup- 
pliers. They also recommend intemews with bankers, 
businessmen and government officials in the licensor’s 
business area, Three main avenues for American linns to 
locate possible pioviders of products, designs or tech- 
nology are: (1) thiough cioss licenses and giantback 
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clauses in licenses they extend to foreign licensees, (2) 
seeking licenses through the seivtces otfeieci by the U.S. 
DepaitniciU of Commerce in cooperation with other 
fedeial agencies, (3) thioiigh the use of a patent or 
licensing company oi inleimcdiaiy. 

Cross Licenses and Grantback-Iii conducting then 
foieign licensing negotiations, U.S. manutactuiing com- 
panies typically think in teims of a total compensation 
package undei a pi ejected licensing aiiangement. The 
most piominenl featuies ot the compensation aie, of 
com sc, the loyalty payments lemitted by the licensees 
and the teclinical fees leceived toi seiwices peilornied foi 
licensees. As foieign governments have involved them- 
selves in licensing negotiations on behall of their 
nationals, U S. hccnsois have sometimes had less bai- 
gaining llexibility with icspect to loyalty rates and othei 
fixed componeiUs of the compensation pattern To some 
extent this has led to incieased lecouise to letuni flows 
of technology. In a 1968 suivey by the National 
Industiial Confeience Board of types of return leceived 
from foreign licensing operations, oi 191 companies 94, 
or 49.2%, leported receipt of feedback on licensed rights 
and technology while 83, or 43,5%, repoitcd receipt ot 
iccipiocal license rights leceived on a loyalty-free basis. 

Some licensors avoid cioss licenses and would lathei 
negotiate a scpaiatc agieemcnt covering any lecip local 
license giants. The avoidance may be for antitiust 
leasons. Feedback lights and know-how aie commonly 
made available to the licensoi on an exclusive and 
loyally-iiec basis. Howevei, if new patents oi products 
me cove led by the letuin giant, the con had may 
stipulate that licenses will be gi anted at reasonable 
loyalties mutually agiecable to the paities. 

As llcensois. United States companies should be 
moic iiUeiested in obtaining giantbacks than is ciiircntly 
the case. Huiopean companies, when extending licenses 
lo United States companies aie liighly interested m 
giantbacks, even going so fai as lo shade the loyalty late 
lower in consideration of polenlially profitable new 
pioducts and impiovenicnts. In sum, although there is 
still only a relatively small inflow of direct licensing to 
U.S. companies from abioad, it is significant foi some 
companies in pioviding new products oi techniques. The 
steady giowth of European reseaich and development 
activities is likely to expand this flow. 

Services Through the U.S. Department of Com- 
merce —The Patent and Tiademaik Office and the 
Domestic and Intel national Business Adminisliation 
(DIBA) of the Depailinent of Commeice offei some 
valuable sei vices Lo the would-be licensee. In the Official 
(ruzettc of the United States Patent and Tiademaik 
Olficc thcie is usually a list of patents offered tor 
licensing oi sale by their owners- domestic or foieign. 
Patentees wishing to publicize the availability of theii 
patents aie peimitted to list them; a $3 charge is made. 
A page of the Official Gazette showing this featino is 
aUachecl as Annex A. 

The OJficial Gazette is available from the Patent and 
Trademaik Office. Also several hundred libraries 
LhroughoiU the countiy receive weekly issues of the 
Gazette as depository libiaiies. 


As pait ot the U S, Government’s cffoits to improve 
the balance ot payments, DIBA has a program to 
facilitate the licensing of foreign inventioius and products 
in the United Stales This progiam receives wide ami 
favoiable attention in European business circles, and has 
helped to bung about a number of successful licensing 
arrangements in the United States between foreign and 
U.S. films. 

The advantages to the U.S, balance of payments can 
be significant If the U.S licensee company can manu- 
facture goods which might otherwise have been im- 
ported into the United States, the difference between 
the import price aiul the much lower royalty payment 
can be saved. 

The piincipal advantage to the foreign firm is, of 
course, the access to the world’s richest market- 50 
United States-withoiit the substantial cost of building 
up its own distribution, piomotion and advertising 
oiganization. 

For the Ameiican company which maniifactiiies in 
the United States a forcign-developed product under 
license, there are several advantages 

1. It can bring about diveisification of product line 
without cost of lesearch and development. Many foieign 
pioducts arc based on a high level of technology and can 
only find then optimum market within tlie enoimous 
U S, market. 

2. It may give Ameucan companies access to 
patents on design and processes owned by foreign 
companies. 

3. Thcic IS a possibility of reciprocal licensing 
airangements for distribution of the American com- 
pany’s pioducts in the foieign paitnei’s sales teiritory. 

4. Thcie can be a strengthened financial po.sitiou. 

5. Theie is possibility of penetrating comple- 
mentary maikets and of expanding existing ones. 

To implement this piogram our commeicial officers 
in the U.S. Embassies and Consul tales abroad actively 
seek to interest potential licensors. The foreign firms 
intciested in liaving their products or processes used in 
the United States under licensing agreements will discuss 
it with commercial officers, and piovide details of their 
products and components This information is passed on 
to DIBA’s Bureau of International Commerce (BIC) in 
Washington which makes it known to American com- 
panies through the bi-wcekly publication, Commeice 
Today, and thiough the 43 Commeice Distiict Offices, 
State mdustual development agencies, banks, utility 
companies, some private films with in-liouse publi- 
cations for their industrial clients, and by other means. 
Annex B illustrates tlie treatment given these licensing 
opportunities in Commerce Today 

The official of an Ameucan company who becomes 
inleicsted in a particular product biought to Jiis atten- 
tion in one of these ways will so infoim BJC of his 
interest. BIC will send hmi the name and addiess of the 
foreign company and technical liteiatiuc on its pioduct, 
if available, from which the official can make an initial 
evaluation; and if the official is interested in puisuing 
this opportunity further, he can make contact with the 
foreign company diiect. 
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BIC also has a proposal form (Annex C) for U.S. 
companies interested in producing foreign goods undci 
license. The form is designed to elicit such information 
as, what are you manufacturing now*?, what are your 
maniifactunng capabilities'^ and what kinds of foreign- 
developed products do you want to manufactuie and 
market*^ This information is forwarded to the U»S. 
commercial officers in key cities in Europe, Canada and 
Japan. These officers make your wishes known to 
foreign manufacturers, and the Department subse- 
quently sends to the American company the names and 
addresses of responding foreign firms along with sales 
and technical data covering the products they offer foi 
manufacture m the United States. The American com- 
pany takes over from there 

Licensing Companies and Intermediaries— There are 
a number of so-called licensing companies, patent 
development companies and the tike winch offer services 
rangmg from finding products and business oppor- 
tunities, to negotiating and administering licensing agree- 
ments. Many export management fiims also provide 
these services These hcensing specialist firms have 
become an important source of information on new 
developments in various technical fields. Most of their 
work IS in the foreign field because prospective licensees 
can usually find adequate assistance in the United States 
through their usual trade contacts and professional 
advisers. The use of intermediaries for finding pui poses 
IS especially suitable for companies too small to pursue 
extensive inquiries on their own, or to be tJie recipient 
of direct proposals from abroad. 

You can identify and reach these inteimediaries 
through your own firm’s legal counsel or through the 
Yellow Pages (see “Patent Development and Marketing,” 
“Management Consultants,” and “Foreign Trade Consul- 
tants,” among others) You will find a number of such 
firms under these listings in any large city. An example is 
the National Patent Development Company which is 
engaged m the development and marketmg-pnncipally 
througli subhcenses-of a product used for various 
medical purposes for which it holds licenses from the 
Czechoslovak Academy of Science. 


A very useful— and unique— list of Institution^ mul 
Publications which Publicize Oppoiluiiitics foi the Sale 
or Licensing of Patented or Unpatented 1 echnology hu?i 
been picpared by the Woild Iiilelicctiial Piopeity Oigan- 
ization (WlPO), located in Geneva, Swit/erlaiuU WlPO 
is the administeimg agency for the Intel naliomiJ Pulent 
and Trademark Convention (Paiis Union) Die publica- 
tioii is entitled Transfer of Technology atn! l.icc using 
Opportunities and lists the names and addies.scs of 120 
institutions, both governmental and nongoveinmciilal, in 
28 countries. 

Market Analysis and Trademarks 

In the process of identifying pioducls and pioccsscs 
for use in the United States, it is impoitaiil not to 
overlook the question of whethei the U.S. maikof will 
be receptive to the innovation in question. 'I'hi.s i.s 
especially vital for consumer products. Theie hiive been 
some iinfortunale experiences indicating that no( all new 
ideas travel well. To cite one example -diy soups 
dominate the market in Europe, but Iheii inti oduclioii 
in the United States proved a failuie. So the sol ec lion 
process must include sound market analysis and a 
maiketing strategy that lakes into accoinil the dif- 
ferences between the United States and foicigii nniiket.s. 
In this connection, the piospectivc licensee will want lo 
give thought to the use of a liadcmaik in mark el I np the 
licensed product. There may be an advantage in pos- 
sessing the right to the licensor’s inaik if it is well-known 
and respected. On the other hand, the licensee might be 
well advised to use lus own or develop a now liacEeniaik 
in order to pieserve his maiketing position in case the 
basic license should terminate. However, the legi.sti iition 
of licensed patent and trademaik rights is a mailer lo be 
conskleied in the licensing negotiations, and tluit MiinccI 
IS outside the scope of this article. 

In the last analysis, pioduct selection is an art, not a 
science. Investments which appear iiialional could pei- 
haps be the ones to bring in the best dividends in (he 
future. Who would have invested in Gutenbeig if lie had 
known the coiitemporaiy market foi liooks wa.s so 
limited? 
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ANNEX A 


OFFICIAL GAZETTE 


December 7, 1971 


Certificates of Correction for the Week of Dee. 7, 1971 


3,317,370 

3,571,080 

3,580,864 

3,380,083 

3,671,700 

3,680,000 

3,471,806 

3,671.802 

3,080,087 

3.605,310 

3,572,037 

,3,581,109 

3,616,081 

3.672,318 

3,681,277 

3,622,410 

3.672,811 

3,681,636 

3.620,300 

3.673,208 

3,681,830 

3,631,318 

3.573,384 

3,681,983 

3,533,942 

3,673,670 

3.582,148 

3,641,322 

3.673,784 

3.682,751 

3,646,612 

3,673,807 

3,582,904 

3,618,040 

3,573,900 

3,682,933 

3,649,342 

3,574.347 

3,683,128 

3,610,130 

3,574.039 

3,683,167 

3,661,122 

,3,674,810 

3,683.310 

3,666,350 

3,576,441 

3,583,354 

3,657,177 

3,070,271 

3,683,359 

3,568,274 

3,570.038 

3,683,780 

3,668,701 

3,670.028 

3,683,882 

3,600,140 

3,670,970 

3,581.207 

3,602.044 

3,677,271 

3,084,460 

3,603,026 

3,077,385 

3,584,483 

3,603,610 

3,677,087 

3,684,052 

3,606,241 

3,678,810 

3,684,071 

3,600,076 

3,579,224 

3,686,057 

3,607.017 

3,679,443 

3,685,290 

3,607.737 

3,670.400 

3,686,402 

3,600,020 

3,679,030 

3,686,515 

3,571,035 

3,670,701 

3,686,045 


METHOD AND APPAllATUS FOR SIMHLTAN'E 
OUSLY UPSET FORMI-Sa BOTH ENDS OF 

3.r>85,coD i\ ductile materi\l hod blank or 

‘LOSBiy-i-i 

1 0R2 i^.0l«»204 APPARATUS FOR ACCRETING MOLTEN COP 

uri ^ MOVING CORE MEMBER 

s!d87!o85J 3,016,840 REFINING OP LIQUID COPPER 
3,687.178 
3,687.693 
3.688,047 

3,688.140 General Electric Comimnj Ik prepared to grant noa exclu 
3,688,004 Hiu* Iicen»i'K under the folIo^^tng 42 patenta upon reasonable 
f, rofi ’I'lii termB tu domestic niaauiacttircrK 

Applications for lUciiHo under the following 2 patents ninj 
,l,o89,78S addressed to Patent Counsel, Visual Coinniunicallon 
,i,600,7,Sd Producta 0pm lion, Ooncral Electric Company Wn)iiesboro. 
3.501,046 Va. 22980 

3,591, 753 :V>8C.704 TV CAMERA SYSTEM EMPLOYING A LUM I 

r.Q2 048 NANCE PICKUP TUBE AND A COLOR PICK 

'! UP TUBE FOR MULTIPLEXED RED AND 

3.502,722 blue SIGNALS 

3,500,207 METHOD OF JOINING WIRES OP DIFFERENT 
3.502,770 DIAMETERS 

Applications for Uceualng under the following 4 patents 
3.502,9911 |„jjy ijq addressed to: General Electric Compati>, Ordnance 
.3.593,128 Department, 100 Plastics Ave, Plttaficid, Mass. 01201 Ah 
3,594,117 lentlon J V McDeUtt, Patent Counsel 
,3,694,142 3,156,530 SUPERCONDUCTIVE MATERIALS 

3.694,395 3.105,403 SUPERCONDUCTIVE MATERIALS 

3,506,890 jj 850 SUPERCONDUCTIVE MATERIAL.S 

3,201,758 SUPERCONDUCTIVE MATERIALS 

Applications for license under the following 10 patents ma) 
be addressed to ' Patent Counsel, Major AppllBnco Business 
Group, General Electric Company. Appliance Park, Louisville, 
K> , 40225 


,3,694,142 3,156,530 
3.694,395 3,ig 5,403 
3,506,890 jj j 8^ 850 

3,201,758 


Pflients Available for Uccnslng or Sale 

I). 218,000 WATER SKI ROPE l^LDEU Kenneth L 
IIC6‘<, 0703 Forrler Court, Sacramcnlo, Cain , 


FATIGUE SUPPORT 


Robert Swen'^en 120 3,381,380 


3,400,902 

1,487,315 


Poiiiclnlinn Drive. Martlner, On . 30907 3.39 1,160 

3 280 749 H’ASTfCNER TOOL WITH PASTENER EN* ,^,4.^0.223 

(}a6in6 means Howard K Learned. 3826 N Hillside, 

Wlelilla, Kmih . 07210 

!!,. 1(10.301 MAU5 .OEUmi;, APPWANCE Bfucc V ;,,404.2.>J 
Clark, 133 ITtli St., Onklniul, Cnllf , O4012 

3 677 580. SKLPCLEANAIILE IIAIRBRUSn Robert B 
Unml p O Bov 2401 . Clmrleston. W. Vn 3.400,902 

3,680.053. SINGLE CONTROiai'AUCET Ernest C i.4S7,3l5 

ing, 2383 /^olltngcr Road, Columbua, Ohio , 43221 

1688 816 TIRE PRESSURE WARNING DEVICE Mr^ 

Cljdo ICDoiico. 803 W fl7th St . Odessa, Tex , 70700. 3,534,300 

3.606.248 CLEANSING DEVICE Earl Wright. Crealhe 3,537,175 
Frodnetti, Inc , P.O. Box 61, Decnlur, 111 , 62525. 

inn-. 711 INJECTION APPARATUS ANP^METllOD OF 

INJECTING, Edwnrd M Dwyer, 60 Church St„ PDmou i. gjjjj 
pn , 18061. 

Fl?yd^V'*Tay7Dr?%4o1f!°S4liu^^^ 3.694,058 

0«5008, 

*3 018 270. BUILDLNG BLOCK True P Sense. R R. 3, 3,595,028 
AlrUill bond, BrooRvIBo. Ohio, 46309 


3 018 270. BUILDLNG BLOCK True P Sense. R R. 3, 3,595,028 
AlrUill bond, BrookvlBo. Ohio, 46300 

il,4iu 

T1.0 tollosvlnB 2 ••'.«00.902 

101 E pope St., Box 428, Syh ester, Ga , 31701 

S, 2 10,326 5|IS8n,E OUTDANCE SYSTEM, 

3,607,840 SAFETY RAZOR. terns BuhI 


3,304,688 CLOTHES TREITINO MACHINE WITH AUTO 
MATIC UNLOADING MEANS 

.1,373.501 PROCESS OP DRYING FABRICS IN A ItOTAT 
ABLE RECEPTACLE 

SI. 380 DRV Ell CONTROL 
]1,I60 ELECTRONIC DRVNESS CONTROL 

.10.223 SIGNAL ME4N8 FOR AUTOMATIC WASHING 
MACHINE CONTROLLED BY TIMER I)E 
VICE 

64,2 J5 ELECTRONIC TEMPERATURE REGULATION 
SYSTEM USING SOLID STATE DEVICES 
AND POINT CONTACT SENSORS 

00.902 FLUID NOZZLE 

87,315 ELECTRONIC TEMPERATURE REGULVTION 
SYSTEM USING SOLID STATE DEVICE,S 
AND POINT CONTACT SENSORS 

34,300 SOLID STATE TEMPERATURE SENSOR 
37,175 VALVE ASSEMBLY. 

08,789 NOISE BAFFLING METHOD AND APPARATUS 
FOR A WASHING APPLIANCE 

00,005 SIGNAL AND CONTROL FOR WASHING MA 
CHINES 

94,058 RACK ASSEMBLY FOR FRONT LOADING 
DISH-WASHER 

95,028 CONTROL MEANS FOR AIR CONDITIONINO 
SYSTEM 

00,834 SELP-R EVER SING SPRAY ARM ASSEMBLY 
FOR A WASHING APPLIANCE 

100.902 ADJUSTABLE AGITATOR FOR FABRIC 
CLEANING MACHINES 

Aiinllcatlona for lIccnBO under the fallowing 22 patcnt«< 
\ he nddreased 10* Patent Counsel, Transportation Sjs 
HR BiiHlnesa Dlvlblon. General Electric Coni pa ni. Legal De 


«• ss.S'sk!I': 

DoHoU. Mich,. ’48202 

3,400,737. BRAZING OP TITANIUM 


terns BuHlneaa Division, General Electric Compaq, Legal £ 
jmrtmcnt. Bldg, 20-2, 2001 B Lake Road, Erie, Pa , 10601. 

3,460,873 RAIL VEHICLE DETECTION SYSTEM 
3,460,874. RAILWAY TRACK CIRCUIT 
3,150,876 RAIL VEHICLE CONTROL SYSTEM 
3,450,043 OVERSPEED CHECKING CIRCUIT 
.3,460,044 


The following 4 patents are offered by 


the Kcnnecott Copper 


INTEGRITY CHECKING CIRCUIT FOR TRAIN 
CONTROL SYSTEM. 

STATIC FIELD SHUNT CONTACTOR CON- 
TROL 

PRECISION TIMING PULSE GENERATOR 


‘^“®«conc.n.n. ~ 3.«».«3T. FO» A vmnC.K 

024 SPEED TAPER BRAK 

3,(>04.178. MB™g5pfe?|PoBrBN5ATION and measure j, SIONaVwNO SYSTEM 

MENT. 


SEPARATION SYSTEM 
SPEED TAPER BRAKE MODULATION SYS 
TEM 
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ANNEX B 




Licenung and }nve^tmefU proposals from foreign firms are listed tn these columns 
Specific product inlerests in each proposal are highlighted m bold type to facilitate 
identification and each proposal n preceded by the appropriate four-digit piodiict 
number taken from the Standard Industrial Classification (SIC) Manual 
Background information on opportunities abroad and assistance on overseas invest- 
ments are available from the Overseas Products and Investment Opportunities Staff, 
Room 4021, US Department of Commerce. IVtisbingtou, DC 20230 **P’* mtmhen 
should he used vhen responding to any of the specific proposals listed 
WTDR indicates that a World Traders Data Report containing finanaal and back- 
ground information on the foreign firm is available fot $15 from the C\port Infoima- 
Uon Division, Room 1313, US Department of Commerce, Washington, DC 20230, 
or from any Commerce District Office 

OPIC indicates that the country involved i\ eligible for investment insurant c cov- 
erage and financing from the Overseas Private Investment Corporation. Information 
regarding applicable coverage may he obtained from OPIC, Washington, D.C. 20527 . 


0189 — MALAYSIA — Government organizo- 
hon seeks foreign investment fur loinl ven- 
tures Coconut plantations and tapioca plan* 
lations, including large acreages of virgin 
lands are open as investment opportunities 
Write Managing Director, Mani^sco, 39-0, 
Jalan Irawndi, Pulau Pinang Cable* Mazsco, 
PENVNG P-75670 OPIC 
2020 — SENEGAL — Collaboration is sought 
with a U S. firm to produce milk, yogurt and 
ice cream. Firm also wishes to purchase 
ecpjjpmenl for production and packaging of 
above mentioned items Company's current 
activity IS production of concentrated milk 
products using imported milk powder, pro- 
duction capacity. 17 000 ml yearly Has 

limited facilities for packing, freezing, cooling 
and laboratory work A Moctar Sow. 
Dirccieur, Snciclc Industrie Me de Produits 
Laiticrs (SIPL), 11 rue MaJan, BP 145, 
Dakar WTDR P-75673 OPIC 
2038 — DENMARK — Firm seeks joint ven- 
ture with U S producer of machinery and 
equipment for manufacture of prepared 
corn*on-llie-coh to be sold wrapped for rc- 
Idilmg Established m 1973, company em- 
ploys 18 Paslex Products A/S, 12 Vcjlcgadc, 
Dk-2IOO Copenhagen 0 WTDR P-75672 
2269— UNITED KINGDOM — Company 
seeks arrangements to manufacture under 
license on behalf of American textile com- 
panies non-woven fabric made from ynrii suit- 
able for label and lining trades Material is to 
be manufactured by cither dry or wet method, 
preferably plain matt and glossy satin finish 
suitable for dyeing and printing Fabric 
should have strength combined with draping 
properties Company is manufacturer and 
distributor of textile garment lining estab- 
lished in 1959 It has 85 cmployccji M 
Booth, Managing Director, Booth & Speak 
(Textiles) Ltd , Albion Mill, Earby, nr Colne. 
Lancashire P-7567 1 

2400 — MALAYSIA—State of Kelanlan in- 
vites U S firms lij participate in establish- 
ment of forestry coinptex. American com- 
pany IS offered up to 30 percent equity in 
proposed project in return for technical and 
maikeiiny assistance Operations will involve 
logging and wood processing, including saw- 
milling, dry kilning and production of mold- 
ing and prefabricated homes Sources of sup 
ply of timber for project is 229,000-acrc 
Belah forest reserve Interested companies 
are invited to submit proposals to* Chair- 
man, Federal Industrial Development Au- 
thority. P.O Box 618, Kuala Lumpur P- 
75691 OPIC Further details available from 
Overseas Products & Investment Opporttim- 
hes Staff, Room 4021, US Department of 
Commerce, Washington, D C 20230, 


2640— UNITED KINGDOiM-^Sceks license 
to manufacture llglil weight nnilltng biig.s iind 
newly developed types of envelopes. Firm 
produccb and markets paper bags and sacks 
m U K and Common Market. Is also tlis- 
iributor of plastic bags A Austin, Managing 
Director, Alf Cooke Hag Co Ltd , Belle Isle 
Road, Leeds LS 10 2DG, Yorkshire, Eng- 
land P-75669 


2641 — MALAYSIA — Interested in joint ven- 
ture to niamifaclure iiolyclliylenc/polypropy- 
leite for laminalion on cellulose films, paper, 
ahiinimim foil, waxed paper nnd stencils. 
In exchange for technical know-how and 
production machinery U S firm is offered up 
to 40 percent equity and management par- 
ticipation in project Malaysian company has 
acquired 6 1 acre site in Malacca, about 100 
miles south of Kuala Lumpur Is building 
new plant Pirni repot tcdly has obtained 
pioneer status for project from Malaysian 
Government G I Bong, Managing Diicc- 
tor, Malay sill Waxed Paper Manufacturers 
Berhnd, c/c Malaysian Intci national Mer- 
chant Blinkers nerhad, Ycc Seng Building, 
5lh Floni, Jalan Raja Chulan. Kuala 1 umpur 
WTDR P-75663 OPIC 
2751, 2752— SWE 1)EN~I itensmg or joint 
venture arrangement sought to produce non- 
forgeable lotterv tickets. Firnt only intcicsted 
in contacts with U S manufacturing coni- 
pames Company is siibsultary of CssiLit 
AB, large, established business in printing 
industry Ragnai Fridman, Vice President, 
BssiLTt Vardctryck AB, Box 7309, S-l()3 85 
Siotkholm 7, telephone, 08/247830, telex, 
13055 safely S Brochuie describing Fssf i ii 
group available from Overseas Products & 
Investment Opportunities SlatT, Room 4021, 
U S Depart mem of Commerce, Washington, 
D C 20230 P-75674 


isyy^SAUIll ARABIA— Seeks joint ven- 
ture with US firm to establish fatloiy to 
pioducc fotiiilain pen Ink in Jidda Planned 
output IS 100 do/cn 2!/2 iv bottles per 
eight hours Saudi film seeks 50 G shaic 
U S company will be expected to provide 
know-how, technical assistance, machinery 
and equipment Saudi firm is mcdiiim-sizcil 
and deals in electrical equipment, radios ami 
TV sets tape recorders, (luilding rnalcnals 
and decoration items, M A, Moosa, Orient 
Corn, Musfala St. Mecca Cable, 
AiMAiiruz, Mlcca, telephone, Mecca 24725 
Jidda 25628 P-75684 OPIC 
3241 — SAUDI ARABIA — ^Secks U S partner 
to establish factory for manufacture of 
cement blocks in Saudi Arabia Plant should 
be able to proiliice 1,500 blocks per hour 
Machinery should have provisions Rir inter- 
changeable frames to manufacture different 
size blocks US partner should supply 


machinery and equipment, install and provide 
technical know-how Saudi Arabian conijniny 
IS medium-sized firm which imports and 
wholesales prefabricated houses, hospital 
equipment, and undertakes electrical air con- 
ditioning and civil engineering contracts 
Owner is member of royal family Prince 
Abdul Rahman Bin Saad Bin Abdul Rahman, 
M-Anial hst, PO Box 3347, Riyadh Plume, 
25831, cable, Alnakhui, RiYAUtl P-75681) 
OPIC 

3251— 5AUDI ARABIA— Seeks joint ven- 
ture airangenicnt with US fiim to establish 
factory for manufacturing hollow bricks. 
Facloiy should he able to produce 100 tons 
of bricks per eight hum day U S firm should 
provide m.ichmery and equipment, tech ni cal 
know-how and participate financially Terms 
and conditions for U S participation nego- 
tiable Turn IS engaged in general contracting 
and h.is executed several civil engineeiirig 
contracts for government and private sectors 
Contact Mohammed Saikh an. Arabian Co- 
operation Co, PO Box 2013, Riyadh 
P-75679 OPIC 

3296— UNITED KINGDOM — Finn seeks 
licensing arrangement to pioducc fiherghiss! 
moldings nnd related products. Company 
presently produces fiberglass moldings of all 
types, jKUttcularly pleasure and woik bouts, 
huts, tanks an<l various imsccllaneous inchis- 
(nal products Is interested m all kinds of 
articles in this tnalcrial except boats. It would 
be prepared (o undcrl.ikc marketing, as le- 
quiicd, ami is currently selling overseas lo 
nil areas except South Amciica nnd Sotitliorn 
Asia Lstuhlishcd 1956, employs 24 R I' 
Collins, Ducctor. Pearson Bros (England) 
Ltd., No j linngiir, Ford Aerodiome, 
Arundel, Sussex BN 18 OBU, Efifilund. 
P-75662. 

3312, 3441, 344,3— UNITED KINGDOM— 


Important Notice 

Member couuincs of the League of Arab 
Slates employ a secondary boycott against 
foreign firms which undertake certain spe- 
cified types of business relationships xvilh 
the State of Israel. It (s possible that U S 
firms responding to trade nr invest mo nt 
opportunities from Arab countries pub- 
hshed herein may be naked at some singe 
of a transaction to participate in an Arab 
boycott-related restrictive trade piaclice 
as defined in the Department's Export 
Administration Regulations (15 CFR, Purl 
369 et scq.) 

Firms arc reminded that pursuant to 
Section 3(5) of the Export Adniinistrulion 
Act of 1969, as amended, U is the policy 
of the United Slates (a) lo oppose restric- 
tive trade practices or boycotts fostered 
or imposed by foreign countries against 
other countries friendly to the United 
States, and (b) lo encourage and request 
US. concerns engaged in the expoil of 
articles, materials, supplies, or information 
to refuse lo take any action, incliuling the 
furnishing of Information or the signltig 
of agreements, which has the ctTccI of 
furthering or suppoiling such restrictive 
trade practices or boycotts. Accordingly, 
U.S. concerns tecciving such icqucsts to 
participate in a restrictive trade pi act ice 
or boycott arc encouraged and requested 
to refuse to comply with them 

Firms arc further reminded that U.S. 
concerns receiving requests to parlicipnlc 
in a restrictive trade practice or boycott 
must report such receipt to the Depart- 
ment of Commerce in accordance with 
Section 369,2 of the above-cited regula- 
tions 
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ANNEX C 



UNITED STATES DEPARTMENT OF COMMERCE 
Domestic and International Business 
Administration 

Washington. D.C 80234 


OFFICE OF EXPORT DEVELOPMENT 


PROCEDURE FOR SUBMISSION OF 
LICENSING/JOINT VENTURE PROPOSALS 

American companies can acquire new products and technology from foreign companies 
under licensing or joint venture arrangements. 

If your company is interested, please complete the attached form and return it to this 
Office, Pertinent information abstracted from the form will be forwarded to U,S. Commer- 
cial Officers in key cities in Europe, Canada, and Japan. These Officers will make known 
to foreign manufacturers your interest in producing their products in the United States. 

The U.S. Department of Commerce will subsequently send to you the names and addresses 
of responding foreign firms along with sales and technical data covering the products 
they offer for manufacture in the United States. 

You will he expected to acknowledge to the firms the receipt of their offers and, after 
evaluation, to let the firms know of your company's interest. Copies of your letters 
to the foreign firms are to be sent to this Office, 


Office of Export Development 
Bureau of Inlernational Commerce 

Attachment DIB 4036P **Licensing/joint Venture Proposal*' 
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r orm Approx e<I, OMH No -tI-K2B<16 



FORM DIB-403«P IreV 4-75) 


USCOMM.DC -IflOdl.pyfl 


please return this completed form to* OHice of Export Development/Bic (Room ^020) 

Domestic and Internolional Dustnoss Administration 
U.S» Department of Commorce 
Woshlngionf D« C» 20230 
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WESTERN HEMISPHERE TRADE CORPORATIONS AID EXPORTS TO LATIN 

AMERICA AND CANADA 


By MICHAEL A, ALLARA 


Legal and tax clarifications affecting the category of 
business enterprises known as Westein Hemisphere Trade 
Corporations (WHTC’s) have stimulated renewed interest 
in them. These claiifications are welcome because the 
WIITC constitutes a significant tax benefit for those U.S 
businessmen who expoit to, oi make active investments 
in, the non-U. S. part of the Western Hemisphere. Special 
tax benefits have been available to any corporation 
qualifying as a WHTC since Congiess passed the Revenue 
Act of 1942. Although the Act was originally passed to 
impiove the competitive position of U.S. businessmen 
who made direct investments in Latin America, it has 
been forged by court decision into a valuable aid to U.S 
firms expoiting to Latin America and Canada. These 
decisions have claiified most of the original uncertainty 
about an cxpoiler’s eligibility to beneiit from the Act, 
and subsequent U.S. Treasuiy acquiescence in these 
decisions has made it a reliable tool for U.S. exporters. 

Eligibility Requirements 

To claim the status of a WIITC, under Section 921 
of the 1954 Internal Revenue Code a domestic corpora- 
tion must meet the following qualifications: 

^ Its entire business (other than incidental pur- 
chases) must be carried on within the geographical limits 
of North, Central, or South Ameiica and the West 
Indies. 

• Its gloss income for the 3-year period immediately 
pieceding tlie close of the taxable year (or for such part 
of such period dining which the corporation was in 
existence) is deiived fiom (a) sources without the United 
States (95% or moie), and (b) the active conduct of a 
trade oi business (90% oi more). 

A coipoiation which meets these qualifications is 
taxed as any other domestic corpoiation except that, 
based on its status as a WHTC, it receives an additional 
deduction under Section 922 of of its taxable 

income. Tlic numerator of this fraction is always 14; the 
denominator equals the current total noimal tax and 
surtax. This fiactional computation is the same whether 
the corpoiation’s taxable income subjects it to a 
combined normal tax and surtax, or to the normal tax 
only. The practical consequence is to tax a qualifying 
corporation on only about 70% of its profits. 


The additional deduction, in effect, makes the 
surtax applicable only to taxable incomes over 
$35,294.12, instead of $25,000. A WHTC pays only 
15,6% tax on its first $35,300 of net profit and 34% on 
the excess, whereas domestic corporations ordinarily pay 
22% tax on the first $25,000 profit and 48% on the 
excess. 

Geographic Limitations 

All WHTC*s must be domestic corporations created 
or organized in the United States under the laws of any 
state or the District of Columbia, An exception is made 
for corporations formed in Canada or Mexico solely to 
comply with the laws of those countries. Such a 
corporation is treated as a domestic U.S. corporation for 
purposes of qualifying for the preferential tax rate. To 
so qualify, the Mexican or Canadian corporation must be 
included in a consolidated return. 

The applicable regulations do not explicitly state 
which countries or territories are considered to be within 
the Western Hemisphere. The United States and the 
countries in North, Central, and South America are 
considered to be within tlie limits in which a WIlTC’s 
entire business (other than incidental purchases) musl be 
conducted. However, a sene.s of rulings have expressly 
extended the geographical limits to include the Virgin 
Islands, the Bahamas, Puerto Rico, the Lesser and 
Greater Antilles, the islands off the shore of Venezuela, 
Newfoundland, and even Greenland, Bermuda and the 
Falkland Islands have been expressly excluded. 

Section 921 specifically permits a corporation for 
taxable years beginning with January I, 1954, to 
maintain its WHTC status although it makes “incidental 
purchases*’ outside the Western Hemisphere. Treasury 
Regulations have defined “incidental purchases” as those 
which are “minor in relation to the entire business” 
(those which do not exceed 5% of the corporation’s 
gross receipts from all sources for the taxable year will 
be automatically deemed incidental) or those “non- 
recurring or unusual in character.” 

The Court of Claims in deciding a case-0//j 
Elevator Co, v. United States (1962)-concernmg a 1950 
leturn held that a corporation maintained its WHTC 
status although it received components from countries 
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outside the Western Hemisphere in an amount equal to 
6 2% of the corporation's gross income Tlie Court was 
unable to apply the ‘‘incidental purchases" exception 
retroactively but nevertheless held that to deny this 
taxpayer WIiTC status would “thwart the well-defined 
Congressional objective to encourage American corpoia- 
tions to engage in foreign trade " The Cominissionei of 
Internal Revenue subsequently announced that he will 
no longer litigate the “entire business in the Western 
Hemisphere" requirement in pre-1954 cases in which the 
5% limitation is not exceeded. 

In To/j/js oj Canada, Lid, v. Commissionet (1962), 
the Tax Court upheld Treasury's Regulations concerning 
the interpretation of “incidental purchases" against the 
taxpayer’s argument that the term meant “pin chases 
incident to its business." In this case, the non-Wcstcin 
Hemispheric purchases amounted to 34% of the corpoia- 
tion’s gross receipts. However purchases amounting to 
more than 5% of gross receipts need not disqualify a 
WHTC for such status under these regulations, especially 
if such purchases are unusual and nonrecuiiing in natuic. 

Gross Income 

Gross income undei the qualifying requirements 
mentioned earlier refers to a corpoi a lion’s sales minus 
the cost of goods sold-not gross sales. The 3-year peiiod 
applies only to corpoiations which have been in exis- 
tence for 3 years. A new corporation may meet the 95% 
and 90% requirements for a period of less than 3 years if 
this shorter period includes its total period of existence. 
This permits a corporation to derive lax benefits fiom 
the date of its incorporation 

To qualify as a WHTC, a corporation must deiivc at 
least 95% of its gioss income from “sources outside the 
United States," Exactly what constitutes “income fiom 
without" or “income from within” the United States is 
not defined in Section 921, but such deteiminations can 
be made under Sections 861-864. 

For practical purposes, domestic manufacture is and 
processors arc prevented from qualifying as WIITC’s 
“Income from the sale of personal pioperty pioduccd 
(in whole or part) by the taxpayer within and sold 
without the United Stales . . . shall be treated as 
derived partly from sources witliin and paitly from 
sources without the United States.” The Regulations 
include witliin the category of “production activity” 
creating, fabricating, extracting, curing, and aging. Tlic 
determination of what portion constitutes income from 
witliin the United States is computed under the appor- 
tionment formula of the Regulations. 

fneome derived from the puicJiase of personal 
property within the United States and its sale without 
the United States is considered to be derived entiiely 
from sources witliin the country in which it was sold. 
Therefore, to satisfy the 95% requirement, a corpoiation 
producing in the United States and selling outside will 
often find it necessary to form a sepaiate selling 
subsidiary as a WHTC. 

All transactions between the parent and the selling 
subsidiary must be on an “arm’s length" basis. Other- 


wise, the Commissioner may i call oca le income and 
deductions between the two i elated coipoialions “to 
pi event evasion of taxes oi cleaily lo letlect the income 
of cithei ol the sepaiate compames." 

Consideration will be given to all the lacts and 
circumstances involved in each case to dctctmnic 
whether a paiticular transaction is at “aim’s length.” As 
long as the piofUs aic somewhat comniensiuaic with the 
value of semces peifoimed by the two i cl a ted tiims, the 
statutory icqiiirements should be salisliecl. 

Place of Sale 

Court decisions have comsislcnlly held that the 
determination ol souices ol income is lo bo made in 
accordance with the “passage of title" lest. Theieloie, as 
long as title and beneficial owneisliip aie ananged to 
pass outside the United Stales, negotiation and execu- 
tion of the contiact as well as the collection ot the 
purchase puce may take place within the Unilcd Stales. 


Read about it In periodicals 

U.S. firnns interested in exporting as Western 

Hemisphere Trade Corporations will find addi- 
tional information in the following articles' 

The Western Hemisphere Trade Corporation: The 
Bountiful Tax Accident, by Anthony P. David, 
Harvard International Law Journal, WinlcM 
1969 (vol. 10), pp. 10M49. 

Western Hemisphere Trade Corporations: Recon- 
sidered, by David L. Gibson, William and Mary 
Law Review, Fall 1967 (vol. 9), pp. 205-218. 

Western Hemisphere Trade Corporation Act: The 
Need for Reassessment, by D. 1. Wilson, Journal 
of Law and Economic Development (now 
Journal of International Law and Economics), 
May 1967 (vol. 2), pp. 208-299. 

Advantages of Operating as a Western Hemisphere 
Trade Corporation, by Paul Seghers. Practical 
Problems in Taxation of Foreign Operations, 
Journal of Taxation, Inc., New York, 1965. 

Western Hemisphere Trade Corporations, George^ 
town Law Journal, Spring, 1965 (vol. 53), pp. 
802-812. 

Western Hemisphere Trade Corporation Allure 
Increased by 1964 Tax Reductions, by Paul 
Seghers. Journal of Commerce, March 31, 
1964. 

1962 Act Requires New Look at Role of WHTC in 
Export Field, by Julian 0. Phelps. Jouinai of 
Taxation, July 1963, pp. 54-56. 

The Western Hemisphere Trade Corporation: A 
Functional Perspective, by Leo J. Raskind. 
Vanderbilt Law Review, December 1962 (vol. 
16), pp. 1031. 
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The Internal Revenue Seivice, however, has ex- 
pounded unsuccessfully in several cases a “substance-of- 
tlie-sale” lest which considers all the factors of the 
transaction. The Regulations explicitly state that the 
“substance-of- the-sale” test will be applied only to cases 
in wliich the sales transaction is aiianged primarily for 
tax avoidance pin poses. 

In Commismone) v. PfauiUei Intel- American Corjh 
(1964), it was decided that the Commissioner’s reliance 
on the “substance of the sale” provision of the Regula- 
tions was misplaced inasmuch as it was not tax avoid- 
ance when “letention of the title earned with it the iisk 
of loss or damage to tlie goods prior to ultimate dehveiy 
as well as the benefits linked to reservation of control 
over the goods while in transit.” 

Subsequent to the Pfaudler case and another case, 
Comnmsionci v. Hammond Organ Western Export Coip, 
(1964), involving essentially the same question, the 
Cominissionei announced that in future WHTC cases of 
a similai natuie the place of sale would be “determined 
by the place where title to the property and other 
incidents of ownciship passed to the buyer.” Treasury’s 
acceptance of these two 1964 decisions insure WHTC 
status for otheiwise qualified corporations which care- 
fully a 1 range theii sales piocedure to pass title and the 
risk of loss outside the United States. 

A 1974 Revenue Ruling (74-249) illustrates the 
Importance of the buyer’s and seller’s agreement in 
deleimhung where passage of title occuis. In that case, 
the WIITC enteied into a wntten agi cement with its 
customers specifying that the seller retained title to the 
goods and assumed responsibility for shipment and risk 
of loss until the goods ai rived at the foreign destination. 
By vjituc of this agieement, the Commissioner ruled that 
titles passed outside the United States though the 
shipments were made under straight bills of lading winch 
icquiied delivery to an unielated foieign party (in tins 
case the customer). By means of a prior written 
agieement providing that responsibility for shipment and 
risk of loss was on the exporting WHTC, a straight bill of 
lading, which might oidinaiily be inteipreted as passing 
title in the United States, will pass muster as generating 
cxpoit income fiom sources outside the United States. 

Active Conduct of a Business 

Ninety peicent oi more of a WIITC’s gross income 
must be deiived from the “active conduct of a trade or 
business,” This requirement pi events the WHTC from 
receiving moic than 10% of its income from passive 
soul CCS such as securities. The Regulations specifically 
stale that “dividends received by a corporation do not 
lepieseni income derived from the active conduct of a 
trade oi business,*' Rents and royalties ordinarily would 
not qualify. 

Section 921 does not explicitly require a permanent 

foreign establishment as a prerequisite for WHTC status. 
Howevei, the Commissioner argued in two 1960 cases 
that such significant foreign penetration is implied in the 
term “trade or business’* for qualification as a WHTC. 
Both coint decisions maintained that export businesses 
without a permanent foreign establishment may be 


eligible for the tax benefits accorded WHTC. Foremost 
consideration in these two decisions was given to the 
Congressional reenactment of the WHTC provisions in 
the 1954 Code witli the knowledge that export com- 
panies were adapting their businesses to so qualify. 

The Commissioner presented essentially the same 
argument in the Hammond Organ and Pfaudler cases, 
and again the courts found in favor of the taxpayer. In 
the Pfaudler case, the Court of Appeals For The Second 
Circuit emphatically stated that “the statutory provision 
clearly defines a WHTC . . to include a corporation 
which has its place of business in the United States.” 
The Commissioner has subsequently announced that the 
Internal Revenue Service will follow these decisions and 
will no longer argue that a WHTC must conduct its 
business outside the United States. 

Tax Avoidance 

The specific question of whether or not the 
deliberate formation of a subsidiary to quality as a 
WHTC constituted tax avoidance was raised in recent 
cases. Both the Tax Court and the Court of Claims 
answered that it was not tax avoidance to so organize a 
corporation’s business and sales procediue to qualify as a 
WHTC in order to gam tax benefits. It was felt that to 
hold otherwise would negate the Congressional objective 
of placing U.S, companies in a more advantageous 
competitive position. 

Though official data for taxable years 1960-70 is 
incomplete, enough information is available for a reliable 
analysis of the decade. 

The number of WHTC returns fluctuated between 
608 in 1961 and 1,291 in 1968. Manufacturing WMTC’s 
totaled 81 in 1961 and 223 in 1968. Some of these 
WHTC’s are classified as manufacturing WHTC’s, though 
their activities were principally exporting or furnishing 
services abroad, because they were included on consoli- 
dated returns with parent corporations whose dominant 
activity was manufactiinng. 

Total wholesale and retail WHTC’s (the majority of 
which are U.S. exporting firms) decreased during the 
first part of the decade from 464 in 1960 to 345 in 
1963. But their number started increasing in 1964 and 
1965 and by 1968 had reached 726, It is widely believed 
that moie WHTC's have been in existence than the 
available statistics indicate because consolidated returns 
filed by affiliated corporations were counted only as one 
return even though several of the affiliated firms were 
WHTC’s, 

Amount of Deductions 

Deductions claimed by those WHTC’s with at least 
some net income (numbering 666 in 1960, 598 in 1961, 
and 994 in 1968) have on the whole increased; le., from 
$213 million in 1960 to a high of $428 million in 1967. 
However, the deduction total dropped off to $391 
million in 1968 and $289 million in 1970. The amount 
attributed to the manufacturing WIITC’s has followed a 
similar curve, i.e,, $132,3 million in 1960, a high of 
$317 million in 1967 and a decline to $215 million in 
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1970. Deductions attributed to wholesale and retail 
WIJTC's, on the otlier hand, declined slowly but steadily 
throughout the decade from $22.1 million in I960 and a 
high of S22.6 million in 1961, to $17.1 in 1968 and 
SI 4.1 ill 1970, The available statistics thus suggest that 
niaiiulacturing WIITC’s have been the pnmary bene- 
ficiaries of the special WHTC deduction dunng the 
1960’s. Court decisions in the early I960’s favorable to 
expanded use of WHTC*s appear to have caused a spurt 
in theu use, but the data suggest that the benefit from 
the WHTC levelled off and even declined somewhat in 


1970. Howevei, conclusions must lemain tentative be- 
cause complete revenue loss data aie stale and current 
tieiids impossible to identify by this means. 

The use of a WHTC is not cntiiely fiee tiom 
complications and uncertainties. However, it would 
appear that this form of doing business otfeis substantial 
tax savings to exporters with marketing opeiations in tlie 
Western Hemisphere. Tax counsel sliould be consulted to 
insure that business opeiations are earned on in such a 
manner as to meet the mininiiim foimalitics winch the 
law requnes. 
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DISC TAX DEFERRAL BENEFITS FOR EXPORTERS OUTLINED 


By BRANT FREE 
Foreign Business Practices Division 


Exporters will want to become familiar with the 
provisions of the [nternal Revenue Code of 1971 (Public 
Law 92-178, effective Jan. 1, 1972) which permit U.S. 
firms to establisli Domestic International Sales Corpora- 
tions (Disc's) entitled to a tax break on expoit income. 
This benefit is dcvsigned to permit manufacturers and 
non manufacturers, large and small, to generate a pool of 
tax-deferred eainings which can be utilized to expand 
and modeinize expoit production facilities, intensify or 
initiate export promotion efforts, or provide more 
favoiable credit teims to expoit customers. 

In Older to qualify as a DISC, a corporation is 
icquiied to confine its activities almost entirely to 
expoit selling and ceitain related activities. As long as 
the DISC remains qualified, one half of its export 
income is dcfeired from taxation. However, this deferral 
only applies to that portion of its earnings which it 
retains and uses for export development purposes. Once 
a distiibution to shaieholders is made (and the law 
requires 50% of expoit income be deemed distributed) it 
is taxed to the shareholders at their normal rates, 
Tlieicfore, the overall tax effect of the DISC is deferral 
of tax on 50% of export income, lather than exemption. 


Company Example 

Here Is a simple example of how the DISC principle 
opeiates: 

A company presently exporting establishes a DISC 
subsidiary, according to the laws of incorporation of one 
of the 50 states or the District of Columbia, to handle its 
expoit sales and certain other i elated activities. The new 
DISC must be capitalized at a minimum level of $2,500. 
This minimum required capitalization is less than that 
usually lequired for incorporation, and has been per- 
mitted to facilitate the establishing of DISC'S by small 
and medium size funis. Only one class of stock is 
pel milted. 

A coip oration wishing to be treated as a DISC must 
file a statement of election (IRS form 4876) with the 
Intel nal Revenue Service within 90 days preceding the 
beginning of its taxable year, for a corporation already 
in existence, or within 90 days after the date of 
incoip oration, if newly formed, All shareholders of the 
DISC must appiove its election for tax deferral status. 

In addition, the Internal Revenue Service regula- 
tions on DISC relax the normal standard of minimum 


corporate substance usually applied to test whether a 
corporation has been established for tax avoidance 
purposes. According to IRS Regulation 1.992-1 
(adopted September 24, 1974), a producer for export 
can set up a DISC subsidiary as either a principal or 
commission agent, but maintain the essential export 
sales, shipping, billing and collection functions in the 
parent. As long as the DISC meets the statutory 
requirements described above and, in addition, maintains 
its own bank account and accounting records, it will be 
considered a separate entity under the tax laws. A 
written agreement between the DISC and its parent is 
also required, in such circumstances, providing how the 
price payable by a DISC or the commission payable to 
the DISC will be determined (IRS Regulation 
1 993-1(2)) 

Once the DISC is established, it purchases goods 
from its parent, or from any domestic producer, to sell 
for ultimate use outside the United States. The DISC 
may also maintain sales and service facilities abroad to 
enhance its market penetration efforts or preserve its 
competitive position. A DISC normally makes a part of 
its retained earnings available to the parent, or other 
domestic manufacturers of export goods, in the form of 
‘'producer loans," for use in modernizing or expanding 
export production facilities. 

To prevent the use of DISC profits for foreign 
investment, the legislation provides generally for the 
termination of tax deferral on DISC profits which are the 
subject of a producer's loan, if the profits are considered 
to be invested in foreign plant or equipment. 

The amount considered invested m this manner is 
the net increase in foreign assets of members of the same 
controlled group as the DISC, acquired in taxable years 
beginning after December 31, 1971. 

The following amounts may be used to offset 
increases in foreign assets for purposes of determining a 
controlled group's net increase in foreign assets; 1) one 
half the earnings of the foreign affiliates of the DISC and 
one half the fees and royalties paid to the DISC’S 
corporate group; 2) the amount of debt or equity capital 
raised abroad by the group; 3) additions to foreign 
depreciation reserves; 4) the amount of stock or debt 
obligations of domestic members of the group, issued to 
unaffiliated foreign persons after January 1, 1968, to the 
extent they constitute a long-term foreign borrowing 
under the foreign direct investment program, less any 
actual foreign investment by domestic members of the 
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group during the period that the obligations aie out- 
standing, and 5J the amount of liquid assets held abioad 
on October 31, 1971 in excess ot reasonable working 
capital needs 

The DISC lorni of organization is adaptable to use 
by an export management company (EMC), in view of 
the similarity of functions between an EMC and a DISC 
Special provision is also made for a U.S. conti oiled 
foreign coiporation which qualified as an export trade 
corpoiation under section 970 of the Code for any 3 
years beginning before November 1, 1971, to tiansfcr its 
assets to a DISC without lax consequences duiing a 
taxable year beginning before Januaiy I, 1976. 

Certain types of corporations are ineligible to foim 
Disc’s because the combination of DISC defeiial and 
special tax treatment normally accorded these corpora- 
tions would be mappropnate. These aie tax exempt 
organizations, personal holding companies, bunks, 
savings and loans and otliei siimlai financial institutions, 
insurance companies, mutual funds, China Tiade Act 
Corpoiations and subchapter S coiporalions. In addi- 
tion, a Western llemispheie Trade Corpoiation (WHTC) 
cannot hold stock in a DISC, and sales fiom a DISC to 
an affiliated WHTC are not considered to be qualified 
export sales. 

How Would It Qualify? 

BasicaDy, a corporation which elects to be a DISC 
will have to meet two major requirements, with legaul 
to both income and assets, to qualify foi and maintain 
its tax deferral status. At least 95% of its income must 
be from qualified export receipts, as defined in the 
legislation and regulations, and 95% of its assets must be 
export related These tests were designed to ensure that 
income enjoying this special tax treatment is used 
expressly for export development pui poses 

Quail! led export receipts generally include income 
from the sale, lease, or rental of goods produced, grown, 
or extracted in the United States for ultimate use 
abroad. It also includes income from services related and 
subsidiary to such sale, lease or rental. Manufactured 
goods made with foreign components can only qualify if 
the value added in the United Slates equals or exceeds 
50% of the fair market value of the pioduct 


A corporation, to qualify for the DISC benefit, 
must: 

—be a domestic corporation 
—have at least 95% of its receipts from qualified 
export sales. 

—have at least 95% of its assets in qualified form, 
i.e., used in export. 

—have but one stock class 

-have minimum capitalization of $2,500 

—make an election to be treated as a DISC. 

—have a separate bank account 
—keep separate books of account 


The Tax Reduction Act of 1975 denies the DlSt' 
benefit to expoits ol mineral resources (including the 
energy lesouices, oil, gas, coal, and uianuim), wlijcli aie 
allowed a deduction for depletion. Howevei, except foi 
eneigy lesomces, subsequent processing oi manuiac- 
turiiig which contributes at least 50% of the fair maiket 
value of the mineral export will lequalify it foi DISC 
tieatnient. The Act also excludes fiom the DISC 
products undei shoit-supply contiol puisuant to the 
Expoit Acimmistiation Act of 1969. 

Othei qualified teceipts, as stipulated in the Act, aie 
gains from the sale of plant and equipment used in the 
corpoiation’s expoit business; dividends from a foieign 
selling subsidiary of the DISC, inteiest on such obliga- 
tions as accounts leceivable aiising in connection witli 
quahfied export sale, lease, oi lental liansactions, 
pioducer’s loans and obligations issued, guaianteed, oi 
insured by the Export-Import Bank (Eximbank); ic- 
ceipts from engineering and architectural sci vices on 
foieign constiuction piojects; and leceipts foi manage- 
ment services given otliei DISCs. 

Qualified export assets are defined ralhei bioadly to 
include export goods held as inventoiy, assets used 
primarily in connection with the sale, lease, rental, 
storage, handling, transportation, packaging, assembly oi 
servicing of export goods oi the perfoimancc of mana- 
gerial, engineeung oi architectuial sei vices producing 
qualified export receipts; accounts leceivable held by llie 
coipoiation arising fiom qualified expoit activities; 
money and bank deposits needed to meet woiking 
capital lequiicments; ceitam loans made by the DISC to 
its parent or an unrelated export manufacturer; stock oi 
securities of a related foreign export corporation. 

Also qualifying as expoit assets aic ceitain Expoit- 
Iniport Bank and Foieign Credit Insuiance Association 
(FCIA) obligations; obligations of a domestic coi pouilion 
oiganized solely to finance sales of expoit property 
under an agieement with Eximbank (e.g. Fiivale Expoit 
Funding Corporation, “PEFCO”), wheie the loans aie 
guaranteed by the Bank, and bank deposits which at the 
end of the taxable yeai, exceed reasonable woiking 
capital needs but aie invested in qimlificd export assets 
within a specified period of time after the end ol the 
taxable year. 

Specifically excluded from the definition of quali- 
fied expoit assets is proi)eily leased or icnted by a DISC 
foi use by any membei of a coiUi oiled gioup which 
includes the DISC. Also excluded aie patents, inven- 
tions, models, designs, formulas oi processes, copyiighls 
(other than films, tapes, lecoids, or siinilai repi educ- 
tions for commercial or home use) goodwill, trademarks, 
tiade brands, franchises or othei similai property. 

An escape valve has been provided ui the legislation 
to pievent the inadvertent disqualification ol a DISC 
which has not met the 95% expoit income and assets 
tests. By making a pro rata deficiency disliibiUion to 
shaielioldcrs within 8/2 months of the clo.se of the 
taxable yeai to bring its income and assets into line, a 
DISC which has mam lamed at least a 70% level in each 
categoiy will be considered to have satisfied the gioss 
receipts and assets tests. 

Pi o vision is also made for deficiency distributions 
after the 8-1/2 month deadline, where it is evident that 


94 




is leasonable caiuso loi failine to iiuike Lla* icijuiicd 
Jist-i'iiHitions-as in Iho case ot blocked foicign cuircncy 
ji ^Xptopihition In this event, liovvcvei, the coipoiatioii 
iiiiiJit pay a cluuge to the I n lei n a I Revenue Seivicc, 
^vitlun 30 clays of the date ol distnbution, ol 4 1/2% of 

U mount distiibiiled times the nunihei of taxable 
distnbution was delayed. 

In oulei to avoid the u nee r la in lies which often 
the appHciUlon oi‘ pi icing niles goveiiiing irans- 
ictions between affiliated companies under Section 482 

□ f *-41 e Internal Revenue Code, and to eiicnuiage the use 

□ r tlic DISC incentive, two additional alternative 
nrie-tliocls ol the pi ice detoiinination are piovidcd to 
perrxm a moic liberal attiibution ol income to the DISC 
than the normal allocation on an arm's length basis. 

The fust rule allows an aliiliated DISC' to earn up to 
ol the gloss receipts arising fiom a qualified DISC 
salo^ plus 10% of the JOISC’s expoi t pioinotion cxpcncli- 
turofi attributable to the sale. The second lulc allocates 
to tile DISC up to 50% ol the combined luxablc income 
of the DISC and the paicnt deiived from the ichited 
export sales, plus 10% of the promotional expenses 
attri billable to such sales. 

Undei tlii.s second mcliiod, special rules have been 
issvitid to pel mil marginal costing wheic a DISC is 


attempting to establish oi maintain a market for exports 
fiom the United States, This permits a DISC to emu a 
giodter profit than it could undei the full costing 
method. Basically, tliese lules provide that wliere llie 
piofit margin on export sales made lliiough a DISC is 
lower than the aveiage profit inaighi of the domestic and 
loreigii sales of the same product or product line of the 
DISC and paient combined, taxable income of the DISC 
may be deteimined by taking into account only direct 
mateiial, labor, and export promotion costs. The mar- 
ginal costing lulcs do not apply to leases of property or 
the performance of any services, whether or not related 
and subsidiary to export sales (see IRS Regulation 
1.994-2V 

Hnactment of the DISC represents recognition by 
the U.S Government that exporting is of paiticular 
importance to the economic well-being of the nation, 
and that greater effort is needed on the part of both 
business and government to guarantee llie international 
competitiveness of U.S, exports. Of course, each firm 
will have to determine, in conjunction with competent 
lux counsel, whether the DISC form of export sales 
organization will be desirable and profitable, depending 
on the economic circumstances prevailing m each case. 


s. CiOVnRNME:NT PIUN'IINU office 1075— 210-U01/ 101 
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